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Department op Commerce and Labor, 

Office of the Secretary, 

Washington^ May 77, 1909. 
Sir: I have the honor to transmit herewith Part I of a Report 
of the Commissioner of Corporations on Taxation of Corporations,^ 
said part deaUng with the systems of corporate taxation in the 
New England States. 

Very respectfully, 

Chari,es Nagei., 

Secretary. 
The President. 



Department of Commerce and Labor, 

Bureau of Corporations, 

Washington, May ly, igog, 
Sik: I have the honor to transmit herewith Part I of a Report 
on Taxation of Corporations, made to the President mider your 
direction and in accordance with the law creating the Bureau of 
Corporations. This part deals with the systems of corporate 
taxation in the New England States. 

I desiie to mention as especially contributing, imder my direc- 
tion, to the preparation of this report my assistant, Mr. C. R. 
Hillyer. 

Very respectfully, 

Herbert Knox Smith, 

Commissioner. 

To Hon. Chari^es NageIv, 

Secretary of Commerce and Labor. 
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Department of Commerce and Labor, 

Bureau of Corporations, 

Washington, May 17, igog. 

Sir: I have the honor to submit herewith Part I of a report on 
state taxation of manufacturing, mercantile, transportation, and 
transmission corporations. This part deals with the six New 
England States. Additional parts dealing with other groups of 
States may be published later. 

The great growth of corporate wealth has made corporate tax- 
ation the first factor in the problem of state revenues. This report 
gives, by States, a digest of taxation laws, the methods of adminis- 
tering the same, the financial results, and comments. It gives 
prominence to underlying principles rather than to details. 
Although it deals principally with law, it is not a legal publication, 
nor has it been prepared especially for lawyers. It is intended 
rather for the use of the general public, and it will be particularly 
interesting to legislators and tax officials. 

The statutes have been examined and digested. The proper 
officials in each State have been interviewed as to interpretation, 
administration, and financial results. No discussion of a tax 
system would be of practical value if based merely on the statutes. 

The taxation of individuals is substantially the same throughout 
New England. Corporate taxation, on the other hand, shows 
wide diversity both in theory and in practice. Individuals are 
taxed on property. Corporations are taxed on property, or on 
income, or on a combination of both, or on capital stock, either 
par or market value, or occasionally — as in the case of telegraph 
and telephone companies— on mileage or number of instruments. 
Administration ranges from a system highly developed, handled 
centrally by state officials with large powers, to no centralized 
administration whatsoever. 

Particularly interesting is the Massachusetts taxation of " cor- 
porate excess,'* on the market value of stock less property otherwise 

XI 



XII LETTER OP SUBMITTAL. 

taxed, which is applied to all domestic corporations. Connecticut 
applies this to railiroads, adding also their bonded indebtedness as 
a measure of ability to pay taxes. 

Railroads are among the largest taxpayers. In Maine they are 
taxed at a graduated percentage of gross transportation receipts; 
in New Hampshire, on property, but through a state board; in 
Vermont, upon gross earnings; in Massachusetts, by the State on 
their "corporate excess" (market value of stock, less amoimt of 
property taxed locally) , and by the towns on much of their prop- 
erty ; in Rhode Island, on real property by the local authorities ; in 
Connecticut, on the sum of bonded debt and market value of stock. 

Other public-service corporations, such as street-railway, tele- 
graph, telephone, express, car, gas, and electric companies, are 
most often brought under special and new systems of taxation. 
Taxation of pubUc-service corporations on gross receipts is grow- 
ing in use. Maine and Vermont use this largely; Massachusetts, 
Connecticut, and Rhode Island in part; but New Hampshire not 
at all. 

Massachusetts alone succeeds appreciably in efforts to tax 
specially the manufacturing and mercantile corporations. This 
State taxes the corporation itself on its corporate excess through 
the state tax commissioner. The other States make unsuccessful 
efforts to reach this corporate excess in the hands of the shareholders 
through local ofl&cials. Massachusetts receives over two millions 
of dollars from this source; the other five States very little. 

Banks, insurance companies, and other financial corporations 
pay large amounts, often exceeding the tax paid by railroads, but 
they do not come within the scope of this report, except in the 
comparison of financial results. 

Maine alone of the New England States secures large revenue 
by chartering corporations— nearly a quarter of a million dollars 
annually. 

New England has' made considerable advance in separating the 
sources of state from local revenue, supporting the local jurisdic- 
tions through the tax upon local property, and the state gov- 
ernment by taxes upon corporations and inheritances. Vermont 
and Connecticut are the only States which thus pay practically 
all state expenses. In the other States the towns collect large 
amotmts to turn over to the State. 

A comparison of the six systems herein digested should be of 
general value. They represent experiments of highly intelligent 
communities, applied over a long series of years and modified 
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by vast changes in economic conditions. They show the whole 

subject-matter to be still in an unfinished condition, partly because 

of differences in theories and largely because of the difl&culty of 

equitably applying abstract principles to the practical collection 

of revenue. 

The entire subject is presented as of January i, 1909, but, by 

use of footnotes, it has been brought down to April 15, 1909. 

Very respectfully, 

Herbert Knox Smith, 

Commissioner of Corporations. 
The President. 



TAXATION OF CORPORATIONS IN NEW ENGLAND. 



INTRODUCTION. 

The Purpose. 

This report deals with state taxation of corporations — ^manu- 
fax^turingy mercantile, transportation, and transmission. Its 
purpose is not argument, but description. Taxation is one of the 
subjects as to which argument may be not only interesting but 
exciting, as is shown clearly enough by Henry George's Progress 
and Poverty. Description, however — ^at any rate description 
attempting to be complete — ^is a different matter, for it involves the 
statement of nmnerous details, many of them intricate and many 
of them incapable of being treated as parts of a consistent whole. 
No doubt, it would be possible to confine a description to certain 
broad and picturesque features, but that course would be inex- 
pedient in such a publication as this. The purpose necessarily is 
to present each State's entire system of taxing manufacturing, 
mercantile^ transportation, and transmission corporations, and 
securities issued by them. It will have to be assumed that the 
reader brings his interest with him. To consult the taste of that 
casual reader — ^the man in the street — ^has been quite out of the 
question. Yet there is a reason why even the casual reader 
might well attempt to gain some information from these dry 
pages; for, after all, the description deals with the methods 
whereby the cost of civilization, in so far as civilization is managed 
by government, is apportioned among the owners of property, and 
the casual reader, though he presimiably is not an economist or 
a philosopher, may fairly be assumed to be either an owner of 
property or a person whose welfare is distinctly connected with 
that of some one who does own it. 

The Plan. 

To aid the reader, the description of each State's method has 
been divided into four parts, and there has been an attempt to 
repeat the more important facts in several forms. The first part 
gives a general view of the State's system as to corporate taxation, 
describing the system largely in untechnical language. The 
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second part gives details as to the State's constitution and statut 
repeating in more elaborate form what has been briefly present 
m the general view, going fmther into details, and using paraphr 
or quotation as seems most likely in each instance to achieve t 
purpose of the pubUcation — ^the presentation of this intricate 
material in an acciu*ate and comprehensible form. The third part 
gives the financial results actually realized by the methods of taxa- 
tion adopted, and also comparisons of these results with the 
revenues received from other sources. The fourth part gives 
comments, based in part upon oral statements and formal reports 
of commissioners of taxation and of other experts. From this 
fourth part it will be perceived that the theory of the law occa- 1 
sionally differs considerably from the actual administration. 

It is safe to assume that most readers know already a great deal 
about taxation, at least in their own States; but, for the sake of 
some beginner, it may be worth while to say that even the com- 
bination of the four parts into which each exposition is divided 
must not be treated as affording the equivalent of actual observa- 
tion of a State's system at work. Inevitably much depends upon 
the officials ^administering the system — ^their number, skill, and 
temper — and much upon the conscience and customs of the tax- 
payers. It is difficult for a government publication to give miich 
more than a statement of the law and of the financial results, and 
a caution that the law, as obeyed by taxpayers and officials, has 
some elasticity. To avoid the evils of trusting to books alone, the 
various States have been visited and inquiries have been made 
on the spot from the persons best acquainted with the practical 
workings of each State's system. 

Not All Payments Included. 

The plan is not to include all payments made by corporations 
to government, but to deal with taxes only. A tax is always a 
payment to government, but payments to government are of 
various sorts, some of them clearly not taxes. 

What is a Tax? 

If a natural person or a corporation pays money to government 
for using the government's property, this pa3rment is not a tax. 
Such payments are made, presumably, as rental for the National 
Government's lands, or as compensation for the use of a city 
government's bridges or ferries or subways. These payments 
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five the government an income, it is true, and thus have one of 
ilxe essential features of taxation ; but they give an income precisely 
Like that enjoyed by a private individual, and in return for the 
payments the payer receives a service which is of approximately 
an equal value, precisely as if he were dealing with a private 
individual. These rentals, tolls, and the like differ essentially 
from taxes. Another easy instance of payments which, though 
made to government, are not taxes, is found in such fees for inspec- 
t:ion as approximately cover the cost of the service rendered. These 
payments afford no appreciable revenue, beyond that necessary 
for the maintenance of the inspection, and they often procure a 
service distinctly resemblmg that which might be performed by 
SL private person. Another instance somewhat analogous to the 
one last given is found in assessments for streets, sidewalks, sewer??, 
and the like. These assessments, to be sure, are imposed upon 
-the property owner quite independently of his will, and to this 
extent they resemble taxes; but they differ from taxes in the 
essential feature that they do not give the government an income, 
and in the feature that they represent a benefit enjoyed peculiarly 
by the payer. Still another instance of payments distinguishable 
from taxes is afforded by payments exacted as a means of dis- 
couraging an objectionable business; for the purpose — and, if all 
goes well, the result — is not to raise a revenue; but it must be con- 
ceded that as a practical matter it is difficult to say that any one 
exaction is merely meant to discourage, for a revenue actually is 
reaUzed. It should be added that though these last payments 
are volimtary, in the sense that the payer may avoid them by 
. refraining from the business, this point would not prevent the 
payments from being taxes; for it can not be said truthfully that 
to give one a choice between carrying on his business and paying 
a sum of money is to suggest a voluntary contribution. 

In view of the instances now enumerated of payments not in the 
strict sense taxes, it seems that a tax is a payment exacted by 
government as a source of general revenue and not as an equivalent 
for a specific benefit. 

What Payments made by Corporations are Taxes? 

Let us now apply this line of thought to the payments exacted 
from corporations as such and to the payments which, though 
conceivably made by natural persons, are most frequently made 
by corporations. When a corporation is organized, the fee cus- 
tomarily charged is hardly to be classed as a tax, for it usually 

79349—09 2 
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represents merely a fair contribution toward the maintenance of a 
department for the registration and control of corporations, paid 
once for all at the time of organization. Hence it seldom results 
in an income for general governmental purposes; and, besides, it 
may well be regarded as a payment for the special privilege — ^like 
the privilege of using public property — of being created an artifi- 
cial person. Therefore such fees are usually not considered in the 
account of corporate taxation contained herein, except as they are 
included in statements of financial results, although it is true, as 
will be indicated from time to time, that occasionally they become 
so heavy as to deserve to be specially mentioned. PayTnents 
exacted from domestic or foreign corporations as the price of per- 
mission to do business are much like the fees just now described, 
but are much more likely to be treated as a means of revenue, and 
hence in the present presentation of the subject the rule has been 
to include them. Payments exacted as the price of the privilege 
of using streets resemble rentals, and are excluded. Substantially 
all other payments habitually made to the State or local com- 
munity by corporations are taxes in the strict sense. 

The scope, then, of this inquiry has to do with those taxes, 
strictly so called, which are exacted from manufacturing, mercan- 
tile, transportation, and transmission corporations or from the 
holders of their stock and bonds." 

Tabulations of Corporate Taxation Systems. 

Even the slightest glance at the materials here collected will 
show that as to corporate taxation there is considerable diversity. 
The systems of the various States differ, and even in the same 
State one system is applied to one sort of corporation and another 
to another. This will be shown by tabular views of the taxation 



a Partly because of the unsettled nature of the general subject of corporate taxa- 
tion, some terms frequently employed have an indefinite meaning. For example, it 
would be difficult to describe the various uses of the expression "franchise tax." 
Probably a majority of the States use this expression in their systems of corporate 
taxation; but from State to State there is a variation in its signification. The same 
may be said of such phrases as "excise tax" and "corporate excess." Recognizing 
the fatal effect of employing terms of doubtful meaning, an attempt has been made 
in this publication to use all these phrases in only a secondary way and in connection 
with a brief description of the tax referred to. The term " transportation companies, " 
sometimes used in different senses, has been confined herein to companies engaged in 
transporting passengers or chattels. The term "transmission companies'* has been 
used to describe telegraphs and telephones. "Real estate" includes land and build- 
ings. "Intangible personal property," according to custom, includes unsecured 
claims, notes, bonds, shares of stock, drafts, cash, and deposits in bank; and the 
expression is herein used in this sense, unless otherwise indicated. 
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of t-vsro of the most important classes of corporations under dis- 
cussion, namely, manufacturing and steam-railroad corporations. 

These tables are intended primarily to show, roughly and at a 
glance, not only the statutory provisions, but the real condi- 
tions — ^how these corporations are actually taxed. The diversity 
in the treatment of steam railroads is striking. While, theoret- 
ically, manufacturing corporations are taxed similarly in all the 
New England States (except Massachusetts), there is consider- 
able diversity in administration as to these, especially as to intan- 
gible personalty, capital stock, and the taxation of shares of stock 
in the hands of stockholders. 

It may be well to explain that, though accurate as far as they 
go, these tables are necessarily so much condensed that anyone 
wishing to know the whole truth as to any matter contained in 
them should consult carefully the full statements made in the 
parts of this report devoted to the several States. 

Tabi«e I. — ^Taxation op Manufacturing Corporations, their Stockhoi^dbrs, 

AND THBiR Bondholders. 

[Unless otherwise specified, statements apply to both domestic and foreign corporations.] 



state. 



Tax to the corporation. 



On real 
estate ? 



Maine 

New Hampshire 

Vermont 

MassachusettSL. _ 
Rhode Island- - 
Connecticut 



On tangi- 
ble per- 
sonalty? 



Yesu 

Yes. 

Yes.. 

Yes.. 

Yes.. 

YesL. 



Yes-.- 

Yes_.- 

Yes_.- 

Yes^-. 

Yes... 

Yes.... 



On 
moneys 
and net 
credits? 



No-_- 
Yes c- 
Yes «- 

No 

No--. 
Yes c- 



On capi- 
tal stock? 



Yes«- 

No 

Yes «- 

Yes*- 
No 

No 



Tax to 
resident 

stock- 
holders? 



No 6... 
No<«-_. 
Yes /- . 
Noo--. 
Yes 3.. 
No*--. 



Tax to 
resident 

bond- 
holders? 



Yes. 

Yes. 

Yes. 

Yes.< 

Yes. 

Yes. 



o This is true of domestic corporations only. 

& From stockholders in a foreign corporation a tax is due, but there is a deduction for a propor> 
tional part of the assessed value of machinery, goods, and real estate. 

c Few returns are made, however. 

d On condition that the corporation pays either in New Hampshire or in its home State taxes on 
stock or on the property reiu'esented by it — a condition assumed to exist in all cases. 

t But not to exceed $50. 

/But the value of property taxed is deducted; and the stock of a foreign corporation is wholly 
exempt when the whole stock is taxed in the home State. 

9 On machinery only of a domestic corporation. 

A A domestic corporation pays on corporate excess, namely, the market value of the stock, less 
the value of the taxed tangible in?operty and of tax-exempt securities; but a foreign corporation 
pays one-fiftieth of i per cent on the par value of authorized capital, the tax not to exceed $a,ooo. 

i Unless bonds are secured by an adequate mortgage on Massachusetts real estate. 

/ But only on the difference between the market value of each share and the proportionate value 
per share on which the corporation was last assessed; and, in practice, few returns are made. 

t The exemption is conditioned on the taxation of the corporation's whole property by Connecticut 
or some other State; but this condition is, or is assumed to be, invariably satisfied. 
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*tABL,n II. — ^Taxation op Steam-Railroad Corporations, thsir Stockhoi^dkrs, 

AND THEIR Bondholders. 

[Unless otherwise specified, statements apply to both domestic and foreign corparatioxis.3 



State. 



Maine 

New Hampshire 

Vermont 

Massachusetts 

Rhode Island 

Connecticut 



Tax to the corporation. 



On real 
estate? 



Nqo.. 
Yes c. 
No«-. 
Yes * , 
Yes._. 
Noo_. 



On tansi- 
ble per- 
sonalty? 



No> 

Yes c__ 

No/-. 

Yesi. 

Yes»»_ 

Noo__ 



On 
moneys 
and net 
credits? 



No.- 

Yes«- 

No/. 

No._. 

No._ 

No___ 



On 
capital 
stock? 



On gross 
receipts? 



No.--. 
No<*.. 
Yes^_ 
Yes*. 
No... 
Yes P. 



Yes &- 
No... 
Yes /. 
No... . 
No... _ 
No— . 



Tax to 
resident 
stock- 
holders? 



No-._ . 
NoL... 
No*_. 
No^_. 
Yes ». 
No-._ . 



Tax to 
resident 

bond- 
holders? 



Yes. 
Yes. 
Yes. 
Yes. 
Yes. 
No.9 



a But buildings are taxed, and land and fixtures outside the right of way. 

* On the average gross transportation receipts per mile within the State, 
c Not by towns, but included in the State's valuation. 

rf The value of stock is, however, considered in the State's valuation. 

< Real estate used for railway purposes is not taxed if the corporation elects to pay the tax on gross 
receipts. (See note /.) Real estate not used for railway purposes is taxed locally. 

/ There is a tax of i per cent on the whole property, unless the corporation elects to pay the tax 
on gross receipts; and the practice is to pay the latter tax. 

if But not to exceed $50. 

h But the stock of foreign railway corporations not operating in Vermont is taxable unless taxed 
in the home State. 

i There is an exemption of the right of way and of railway buildings thereon; but property thus 
exempted is really taxed under corporate excess. 

J On machinery only; and machinery inside the right of way is exempt, save as reached under 
corporate excess. 

* On corporate excess. All railways operating in Massachusetts are incorporated there. 

' The exemption does not extend to stock in foreign corporations not operating in Massachusetts. 

»» Not enforced as>to rolling stock. 

f» But only on the difference between the market price and the proportionate amount per share at 
which the corporation was last assessed; and in practice few returns are made. 

o But property not used for railway purposes is taxed. 

P On Connecticut's fraction of the entire value of stock and bonds, deducting taxed real estate and 
deducting securities issued to pay for property outside the State or for property taxed in the State 
cw for securities of other railways 

9 The exemption does not extend to the bonds of railways not doing business in Connecticut. 

Are the Diversities Capable of Explanation? 

Inevitably the first impression gained from such diversities as 
are indicated by the tabular views is that the methods of corpo- 
rate taxation are so chaotic as to be almost incapable of explana- 
tion and of classification. Investigation, however, will show that 
the diversities in the systems of corporate taxation are not acci- 
dental or irrational, but that they largely flow from diversities in 
the general theories of taxation and from the peculiar problems 
attending the taxation of corporations and of the holders of cor- 
porate securities. 
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Xlie General Theories of Taxation. 

Let us now notice the theories upon which taxation, whether as 
to natural persons or as to corporations, is based. The theories of 
taxation date back to Adam Smith's Wealth of Nations, pub- 
lished in 1776. For practical purposes, the theories are two— 
(i) the theory that taxes are paid for governmental protection 
and are to be assessed according to the value of the protection 
enjoyed, and (2) the theory that taxes are paid as a mode of secur- 
ing for all society governmental protection, and that the payer 
pays not in proportion to the protection, but in proportion to his 
own ability to aid in sectuing for society the really inestimable 
benefits of government. Neither of these theories is followed con- 
sistently either as to natural persons or as to corporations. On 
the contrary, each jurisdiction follows partly one theory and 
partly the other. The theory of payment in proportion to the 
value of the protection enjoyed is incapable of complete adoption. 
One diflficulty — and it is radical and fatal — is that the value of 
governmental protection to the poor is really greater than the 
value of governmental protection to the rich, for government 
bestows upon rich and poor alike the benefits of education, peace, 
and wholesome surroundings, and these benefits— equally indis- 
pensable for all — are largely obtainable by the rich at their own 
personal expense, but by the poor are obtainable in no other way 
than through government. Hence, the preference is commonly 
given to, the theory that each person, natural or artificial, should 
contribute to governmental support according to his ability. Yet 
this theory in turn is practically incapable of thorough adoption. 
What is to be done with the skilled surgeon who neglects to earn 
the income which his skill places easily at his disposal? Is he to 
be taxed according to his ability to earn and thus to pay? Noth- 
ing of this sort has been attempted in the case of private individ- 
uals. On the contrary, they are taxed not upon the basis of their 
ability to earn, but upon the basis of their savings or actual income. 
The result of the impossibility of applying perfectly either of the 
two theories is, as has been said, that each, is adopted partially. 
Thus the owner of land is taxed at the place where the land is, ou 
the theory that this is the place where governmental protection*is 
received, although, clearly enough, the ability to pay taxes is a 
purely personal quality and exists only at the owner's residence. 
On the other hand, taxes for the support of the schools and of the 
police and the like are apportioned according to the payer's 
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wealth — ^his ability — quite irrespective of the possibiUty that he 
may have no occasion to use the schools, or that his wealth, being 
in unimproved land, requires no protection from the poUce. 

Every tax system combines more or less of each of the two 
general principles, and is largely affected by the practical question 
of ascertaining and locating the property to be taxed. 

Any system must be a compromise between what theoretically 
ought to be and what practically can be. In establishing or criti- 
cising anj system this practical factor must be kept in the fore- 
ground. 

Hostility to Double Taxation. 

Subordinate to the two general theories is the great and growing 
hostility to double taxation — ^the exacting of two or more pay- 
ments from one person or from two or more persons by reason of 
the same piece of property or other source of ability to pay taxes. 

The Relation of Corporate Taxation to these General Views. 

Now, restricting our view to the taxation of corporations and of 
the owners of corporate securities, we shall find that the diversi- 
ties between the States are based, not upon ignorance or prejudice 
or haphazard treatment of the subject, but upon diversities in the 
application of the two great theories and upon more or less careful 
attempts to avoid double taxation. 

Difficulties Arising from the Subject-Matter of Taxation. 

Perhaps the soiurce of the difficulties or diversities will be better 
understood if the various subjects of taxation are examined. Let 
us, then, notice the most important kinds of property which are 
made the basis of taxation, whether owned by natural persons 
or by corporations, and let us notice that when we come to corpo- 
rate taxation the theoretical and practical difficulties increase and 
thus explain the diversities of treatment. 

Real Estate as a Subject of Taxation — Little Difficulty. 

Problems as to taxation have various degrees of complexity. 
The simplest problem of all has to do with real estate, including 
improvements. No one doubts that the landowner should con- 
tribute toward the support of government. Few doubt that the 
''contribution must be estimated with reference either to the value 
of the land, including the improvements, or to the income actually 
received. Even the advocate of the single tax suggests no very 
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diflferent starting point for the estimating of the land tax, for his 
theory simply takes the value of the land, not including improve- 
ments, and makes an argument as to the proper amoimt of the 
contribution to be exacted. There are, then, to repeat, only two 
practicable fotmdations for a tax on real estate, and, in truth, one 
of these, namely, the income derived, is not favored in the United 
States, so that practically we find only one foundation, namely, 
the value. Further, as to the place where the tax should be pay- 
able, there is no diflference in opinion, or at least in practice. The 
landowner pays the tax where the land is. The land seems to 
be personified. It itself is said to be Hable to the tax and to pay 
the tax. Even if the nonresident landowner were to be taxed at 
his residence on the income derived from his land, it would not 
be urged that the tax on the land at its situs should be abolished 
or reduced. 

As to land, then, there is no practical difference of opinion 
either as to the place of taxation or as to the value to be taken as 
a basis, and still less is there difference of opinion upon the ques- 
tion whether land should be taxed at all. As to the place of 
taxing land, by the way, it is obvious that we find firmly estab- 
lished the theory that taxes are based upon benefits received, and 
should be paid at the situs of the benefit. 

Tangible Personalty — Greater Difficulty. 

What has just been said of land is largely applicable to tangible 
personalty. The owner of this is taxed without hesitation, and 
he is taxed upon its value, rather than upon the income derived 
from it, and he is taxed at the situs of the property. Yet some 
difficulties have been caused by the doctrine that movables are 
supposed to follow their owner — mobilia sequuntur personam; and 
consequently there are not wanting instances in which there is 
still an attempt to tax the owner both at his residence and at 
the situs of the property. 

Thus taxation as to tangible personalty is a somewhat more 
complex problem than taxation as to realty. 

Intangible Personalty — Still Greater Difficulty. 

Passing to intangible personalty, one finds a much greater per- 
plexity. There is not perfect agreement on the elementary ques- 
tion whether intangible personalty should be taxable at all. The 
reason for this is partly that intangible personalty is difficult to 
trace, and partly that intangible personalty — a creditor's claim 
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or a shareholder's stock, for example — usually represents, in fact 
though perhaps not in law, a mere right to share in property whi 
whoever now owns the title to it, must be conceded to be, whe 
ever and wherever existent, the subject-matter of adequate taxa 
tion already. To state the matter in a more concrete form, t 
typical case of intangible personalty is a claim by a creditor 
against a debtor, and this claim is valuable and ultimately enforce- 
able merely because this debtor, or some debtor of his, has, or is 
to have, tangible wealth which can be used, directly or indirectly, 
for the satisfaction of the claim. The whole wealth of a nation conJ 
sists obviously enough of tangible property and of those mental and 
physical abilities and conditions which may result in the production 
of other tangible property. Abilities are theoretically an ideal basis 
for taxation; but, as has been pointed out briefly and as will be 
more fully explained later, there is usually no attempt to tax 
them. If, on the one hand, intangible personalty represents any- 
thing except a claim secured in effect by tangible property already 
existent, intangible personalty represents a mere claim against the 
ability of some potential producer, and hence represents what is 
not in practice taxed. If, on the other hand, intangible personalty 
represents ultimately a claim against existent tangible property, it 
represents what is taxed already; and it need hardly be repeated 
that there is an objection to double taxation and that there is a 
tendency to shape the law in such way as to respect this objection. 
These are the reasons — ^besides the impracticability, already men- 
tioned, of tracing intangible personalty — for the view, frequently 
found, that intangible personalty should not be made a subject of 
taxation, or at least that intangible personalty should be exempt 
in cases where double taxation is obvious. When it is decided 
that the owner of intangible personalty should be taxed, it is com- 
mon to deduct the debts owed by him, for it is recognized that 
only the resultant of such subtraction represents his actual povsrer 
to share in the country's wealth. Further, after this deduction is 
made there remains the question in what locality the resultant 
should be taxed. 

The answer usually is that it should be taxed where the owner 
resides, for in this instance it is not repugnant to reason to say 
mohilia sequuntur personam. Yet embarrassing questions arise 
in cases where intangible personalty is represented by promissory 
notes, drafts, bonds, or even bank deposits, for there is a growing 
tendency to treat claims thus evidenced and sectued as analogous 
to tangible property. 
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It is clear, then, that the taxation of intangible personalty is a 
mvich more complex subject than the taxation of tangible property, 
ivhether realty or personalty. 

Corporate Property — A Combination of Difficulties. 

Questions of taxation involving corporations are much more 
intricate than questions of taxation as to individuals. Corpora- 
tions are owners— large and growing owners, in fact— of all these 
kinds of property, and hence the difficulties explained in making 
these kinds of property the basis of taxation of natural persons 
apply with at least equal force when we attempt to tax corpora- 
tions. 

In the case of corporations there is the additional and invariable 
element that there are at least two classes of persons interested in 
the corporate property. The first class is composed of the corpo- 
rations themselves, considered as separate legal entities. The sec- 
ond class is composed of the stockholders — ^those natural persons 
who stand behind those creatures of the law. There is also fre- 
quently a third class of persons interested in the corporate prop- 
erty — a class composed of bondholders and other creditors. 
Should the corporation's property be made the basis of taxation 
to the corporation itself, or to the stockholders alone, or to both? 
Obviously a tax on the corporation is really a tax upon its stock- 
holders, for otherwise than as a matter of legal reasoning a corpo- 
ration and its stockholders are one. Hence the question whether 
both the corporation and the stockholders shall be taxed is an 
mteresting problem as to double taxation. 

Further, that same question as to the simultaneous taxation of 
corporation and stockholders has another and even more puzzling 
aspect. The corporation's property is commonly in one place and 
the stockholders in another. If the theory be that taxation is to 
be measured by protection received, the proper place for taxation 
is the situs of the corporation's property. If the theory be that 
taxation is to be measured by ability to pay, the proper place is 
the residence of the stockholder. On no one theory can both 
places be chosen. When the corporation's property is in one 
country and the stockholder in another, no one is shocked by taxa- 
tion in each place. When the corporation's property and the stock- 
holder are in the same town, county, or State, no one fails to per- 
ceive that there should be but one taxation. What shall be done 
when the corporation's property is in one of the States and the 
stockholder in another? For this purpose should the States be 
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treated, inter se, as separate countries, or as something like coun- 
ties of the same coimtry ? The systems of corporate taxation indi- 
cate a difference of opinion upon this question, and the diversity 
of results is natural and reasonable, corresponding to a difference, 
perhaps a change, in the attitude of the minds of our legislators. 

Another source of difficulty is that corporations are very likely 
to possess in diverse jurisdictions property of which the value is 
chiefly due to the existence of the whole inseparable undertaking 
as one great machine, a going concern — o, railway, for exam- 
ple — and as to which, obviously, taxation should be exacted by 
each jurisdiction neither upon the entire value of the machine nor 
upon the value of the local part considered as severed and com- 
paratively valueless. 

Again, there is the additional difficulty that the system of taxa- 
tion adopted must neither conflict with that exclusive power to 
regulate interstate commerce which resides in the Federal Govern- 
ment nor transgress the inhibition of the Fourteenth Amendment 
against a State's taking property without due process of law or 
denying to any person the equal protection of the laws. 

Further, there is a great difference in corporations. A manufac- 
turing corporation — its property being situated in one place, the 
business being not of a quasi-public nature, and no practical 
monopoly being enjoyed — is much more like a natural person or a 
partnership than is a corporation engaged in railway business; 
and the diversities between corporations thus lead properly to 
diversities in methods of taxation. 

The difficulties attendant upon corporate taxation have not yet 
been exhausted, but no doubt the reader now appreciates that the 
diversities found in the various States are due not to carelessness 
or ignorance but to the inherent difficulties of the subject. Per- 
haps a further aid in appreciating the attitude of the various 
States will be found in the knowledge that in each State there has 
had to be an historical development, each State having necessarily 
started with an attempt to treat corporations precisely as private 
individuals were treated. In some States the growth of a special 
system of corporate taxation has been retarded by constitutional 
provisions to the effect that taxation must be uniform. It is 
inevitable that the development of a distinct system of corporate 
taxation should be more rapid in some States than in others, and 
that some States should have made extraordinary progress in dis- 
tinguishing one sort of corporation from another. 
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I>ifferent Kinds of Corporations. 

Probably the earliest important class of business corporations 
is what may be termed financial companies," engaging in banking 
axid insurance business. Next in point of time come transporta- 
tion and other public-service companies. Finally, the corporate 
form has extended to general industrial and commercial enter- 
prises, commonly referred to as **^ general business corporations.*' 
The financial corporations, partly by reason of their early 
development and consequent opportunity for evolving a proper 
system of taxation, and partly by reason of their close super- 
vision by the State, have settled down under a somewhat uniform 
system of taxation, which collects the revenue from the corpora- 
tion itself, based upon information required to be supplied in 
the form of public reports relating to deposits, assets, or premimns 
received. In any discussion of the modem problem of corporate 
taxation, therefore, this class may be for the most part eliminated. 
A highly important class of corporations from the standpoint 
of public revenue is that known as public-service companies, 
embracing railroads, street railroads, telephone, telegraph, gas, elec- 
tric light and power, express, car, and water companies. They 

(o) Summary of all the acts of incorporation for private business purposes granted in 

this country before the year 1800. 

i]^Totn a contribution by Hon. Simeon E. Baldwin, formerly Chief Justice of the Supreme Court of 
Connecticut, to the Yale Bicentennial Publication, "Two Centuries' Growth of American Law, 
1701-1901," at p. 312.] 
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Of the 225 corporations shown in the above table 64 per cent were created in 
New England, the States next in order being New York, Virginia, and Pennsylvania. 
Banks and insurance companies make up 24 per cent of the total number. 
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come next in point of time after those classed as financial com- 
panies, but there has been developed as yet no uniform system 
of taxing them. The original "property tax" has proven espe- 
cially defective in reaching this class of companies. They enjoy 
advantages in business, amounting often to monopoly, and 
therefore possess peculiar earning capacity; but in some cases 
they own little or no property. Usually, however, the diflficulty 
with this class is quite different, for usually they own property, 
and their property is likely to extend over too much territory to 
be uniformly reached by the local taxing officials. This class of 
corporations has recently received a great degree of attention 
from taxation commissions, and there is a tendency toward an 
abandonment of property as a basis of taxation in favor of a 
tax levied upon gross receipts: 

Taxation of corporations of a general nature, such as manufac- 
turing and mercantile companies, has received less development 
than taxation of any other corporations, and, in fact, in many of 
the States these corporations have been left entirely to the general 
property tax. In considering this class of corporations there is 
always present the tendency to sacrifice revenue to the policy of 
encouraging industry and trade. 

The three general classes above referred to are not distinguished 
by any clear lines of demarcation. The tendency toward the 
subdivision of corporations into classes for the purpose of taxa- 
tion is still in progress, and is one of the noteworthy features 
attendant upon the working out of the subject. A recent illus- 
tration is found in the report of the Massachusetts Taxation 
Commission of 1908. It has been found that a very carefully 
planned classification of corporations, established in that State 
as late as 1903 in the general business corporation law, now needs 
amendment for the purpose of separating corporations engaged 
in industry and manufacture from those of purely a commercial or 
trading nature. 

Legal and Constitutional Obstacles. 

There have been many legal difficulties in the way of a read- 
justment of taxation systems in the various States which have 
served to complicate matters, but it will only be necessary for 
the present purpose to refer to a few that have caused the greatest 
concern and that have been present at all times. The decisions 
of the United States Supreme Coint, imder the interstate com- 
merce clause of the Constitution, prohibit any tax on the part 
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of the State which is in effect a tax upon interstate commerce. 
The special taxation of corporations has tended strongly toward 
gross receipts as a basis in place of value of property. So long 
as this tax is confined to receipts from business done wholly within 
a State no conflict with the Federal Constitution arises, but it 
has been held to be beyond the power of a State to assess receipts 
derived from interstate business. This difficulty has been in a 
measure obviated by several States through a tax called in the 
statutes a "franchise tax'* or ** excise tax/' and not a "gross- 
receipts tax/' yet using the amount of gross receipts as the real 
measure of the basis of the tax; and this has been sustained. In 
Vermont the difficulty is obviated by giving the tax on a railway's 
gross receipts as an optional alternative to a higher tax on property. 

Also the taxing power of the State has absolute limits placed 
upon it by the fourteenth amendment to the Federal Constitution, 
and every state system of taxation must square with the require- 
ment of that amendment that property shall not be taken without 
due process of law; and even with due process the State may not 
deny to anyone within its jurisdiction the equal protection of the 
law. The Supreme Court of the United States has specifically 
held that this amendment applies to corporations, and, further, 
that it can be invoked against the tax laws of the States. 

Again, many state constitutions were drafted when the general 
property tax occupied the whole field, and provisions were placed 
in them with a view to strengthen the system and make it uniform 
in its application. With the failure of the general property tax to 
meet modem conditions attempts to substitute something in its 
place have in many instances violated these provisions. The only 
relief from this lies in the abandonment of these limitations upon 
the power of taxation. 

Practical and Theoretical Importance of Corporate Taxation. 

Lest it be thought that the difficulties of corporate taxation 
render the subject hardly worth the labor that must be bestowed 
upon it, it should be pointed out that there are reasons making 
it peculiarly important to the practical man and peculiarly attract- 
ive to the theorist. 

The practical man need hardly be told that the growth of the 
corporate form of doing business has cast a vast amount of prop- 
erty into the hands of corporations, and that this amount is destined 
to increase both absolutely and in comparison with private hold- 
ings. To state the matter in another way, a growing fraction of 
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each man's wealth is being invested in the shares and bonds of 
corporations. The system of taxing corporations and corporate 
securities is consequently of vast importance both to each citizen 
and to the pubUc as a whole. As a practical matter it is quite as 
important as the system of taxing farms, residences, and the 
estates of decedents. In short, it can not be ignored; and despite 
the difficulties of the subject many busy men wish to learn what 
are the methods already adopted and what are their results. 

Again, the theorist, as distinguished from the man of business, 
finds in corporate taxation a peculiarly promising field for dis- 
cussion. Here, as nowhere else, it is practicable to adopt a 
theoretically perfect system. Publicity can easily be made a 
characteristic of all corporations. The items and value of a 
corporation's property, whether tangible or intangible, can be 
easily ascertained. So can the names and holdings of stock- 
holders and sometimes of bondholders. Further, here is a place 
where the theoretically perfect test — ability to earn — can be 
applied in practice as a means of ascertaining the proper amount 
of taxes to be paid. It has been pointed out that in practice the 
earning capacity of a natural person can not be ascertained and 
is not conceivable as a basis for taxation, and that hence actual 
savings or earnings must be taken as a basis. In the case of a 
corporation, however, all thi? is changed. The market value of 
the stock depends not wholly upon past earnings, but also, and 
chiefly, upon the supposed ability to earn in the future. It should 
not be forgotten, then, that whenever corporations or their stock- 
holders are taxed upon the basis of stock quotations they are 
taxed in a way which places a peculiar burden upon them. Doubt- 
less it is a burden which is theoretically correct and which is 
balanced by the advantages enjoyed; but it is a peculiar burden, 
nevertheless, and its present and increasing importance, as well 
as the comparative ease of determining the value of corporate 
property, may well be taken into accoimt when one discusses 
whether it is to the public interest to encourage the formation of 
corporations. 

New England Methods of Corporate Taxation. 

New England presents several more or less distinct methods of 
corporate taxation, namely, a method closely approximating that 
used with reference to natural persons, another based upon capital 
stock — on either par or market value, and in Connecticut with 
bonds added — another based upon gross receipts, and another 
based upon mileage. 
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liCethod Analogous to Taxation of Natural Persons. 

The method adopted as to manufacturing corporations — except 
in Massachusetts — closely resembles the method as to natural 
persons, for the tax on capital stock in Maine and Vermont is 
hardly more than a fee. The same is true in Rhode Island as to 
all corporations except as indicated hereinafter under gross receipts. 

Method based on Corporate Excess. 

The method adopted in Massachusetts as to manufacturing 
corporations and all others, except foreign manufacturing and 
mercantile corporations, rests upon " corporate excess,'* namely, 
the market value of the capital stock diminished by the assessed 
value of tangible property taxed. In Connecticut this method, 
somewhat modified, is applied to steam and street railway com- 
panies. The modification in Connecticut consists in treating 
bonds as if they were stock. 

In measuring a corporation's duty to pay taxes, how should its 
outstanding bonds be treated ? This is a subject on which there is 
much unnecessary misconception. Evils have arisen in practice as a 
result of this misconception, and it is therefore desirable to state 
briefly the rather simple principles which are actually involved. 

The question can be best illustrated by a comparison of the 
Massachusetts and Connecticut systems as applied to transpor- 
tation companies. Massachusetts taxes the corporate excess of 
these companies, to wit, the market value of their stock, less the 
value of the tangible property otherwise taxed, and then also 
taxes the bonds to the holders. Connecticut, on the other hand, 
taxes to these companies the same corporate excess, to wit, the 
market value of the stock less the property already taxed, but 
adds to this taxed value the value of the bonded indebtedness 
and does not tax these bonds in the hands of the holders. The 
one State divides the total tax by taxing the corporate excess to 
the corporation and the bonds to the owners, while the other 
taxes the sum of these two solely to the corporation. 

Properly analyzed, the difference is not one of principle, but of 
practical expediency, the Massachusetts system being that of an 
exact theory, the Connecticut system being that of practical 
expediency, for in theory, of course, it is absurd that a corporation 
should itself be taxed on its debts. The phrase that " bonds repre- 
sent assets,'* so frequently used, is both untrue and misleading. 
No debt ''represents" assets of the debtor. The bond is nothing 
more than partial evidence tending to show that the debtor at one 
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time did receive an amount of assets equal to the face of the bond, 
but it is no proof that he now possesses those assets. If he does 
possess them, they remain in most cases subject to the lien of the 
bonds, and their value to him is reduced by the amoimt of that lien. 

The Massachusetts system, therefore, which does not tax bonds 
to the corporation, is theoretically correct. The advantage of the 
Connecticut system, however, is a purely practical one, namely, 
that it is substantially impossible to tax corporate bonds in the 
hands of their holders because of easy concealment. The Connecti- 
cut system, therefore, exempts these bonds in the hands of the 
holders and, crudely speaking, "stops the tax at its source** by 
taxing the bonds to the corporation itself and thus making the 
corporation the agent to collect the taxes on these assets — the 
assets of others, indeed, but assets not ascertainable in the hands 
of those others. 

The Connecticut system is practically justifiable, indeed, but only 
when two basic facts are kept in mind — first, that the bonds be not 
taxed in the hands of the holders, and, second, that the corpora- 
tion in paying a tax on its bonded indebtedness is not paying it on 
its own assets. 

Any obscuring of these two points — any taxing of bonds, both 
to the holders and to the corporation, or any belief that bonds 
actually are, or actually represent, assets — leads at once to unjust 
double taxation.^ 

« The point as to the taxation of a corporation's bonds may be shown by formulae, 
as follows: The total market value of the capital stock issued = capital paid in + 
proceeds of bond issues ± profit and loss not yet distributed + debts owed to the cor- 
poration — par and interest on bonds — other indebtedness + good will; or, more 
briefly, market value = assets — liabilities -|- good will. In other words, market 
value == tangible assets -f intangible assets -- liabilities -f- good will; or, transposing, 
market value — tangible assets = intangible assets — liabilities + good will. From 
an inspection of the foregoing formulae it is clear: 

(i) That if the corporation pays taxes on tangible assets, and also on market value 
minus tangible assets, its payments do not cover a tax on its liabilities, and its liabili- 
ties escape taxation unless they are taxed in the hands of their owners. 

(2) That on the same hypothesis the corp>oration which has only tangible assets and 
is not permitted to deduct liabilities pays in effect a tax on those liabilities. 

(3) That if bondholders are taxed, the corporation's assets, whether tangible or 
intangible, should be diminished for purposes of taxation by the amount of such bonds. 

(4) That if bondholders are not taxed, the corporation's assets, whether tangible 
or intangible, should not be so diminished. 

(5) Hence, that, if it seems advisable not to tax personally bondholders or other 
creditors, the corporation should pay on three items, namely, (a) tangible assets, 
(6) market value minus tangible assets, (c) liabilities. 

(6) Finally, it should be perceived that the preceding paragraph causes the corpora- 
tion to pay on its liabilities not as representing its own ability to pay but as represent- 
ing the ability of its creditors, and that it is entitled to a credit from those creditors. 
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Certain interesting legal questions possibly exist as to the rela- 
tion between the Connecticut system and the views of the 
Supreme Court of the United States as to the unconstitutionality 
of a State's taxing the nonresident holders of the bonds of domestic 
corporations.* 

Method based on Gross Receipts. 

The method adopted in Maine and Vermont as to railways, and 
other companies engaged in interstate commerce, is a tax based on 
gross receipts. In Rhode Island this method is used as to express, 
telegraph, telephone, and street-railway companies. In Connecti- 
cut it is used as to express companies only. 

Method based on Mileage. 

The method adopted in Connecticut as to telegraph and tele- 
phone companies is based on wire mileage. Vermont taxes tele- 
phone, telegraph, and express companies on mileage. 



of Stockholders. 

In New Hampshire, Connecticut, and Rhode Island the stock- 
holder in a domestic corporation is exempt from taxation in case 
the corporation has been adequately taxed. In Massachusetts 
a stockholder of a domestic corporation is not taxed. Except 
in Massachusetts, a similar privilege is, in theory or in practice, 
granted to stockholders in foreign corporations. 

Taxation of Bondholders. 

Throughout New England the bondholder in a domestic or for- 
eign corporation is in theory taxed, with the exception that in 
Connecticut the bonds of railways operating in the State are 
exempt. 

Taxation of Intangible Personalty in New England. 

The problem of how to tax what is known as ** intangible per- 
sonalty," including rights, credits, corporate securities, and money 
at interest, is still unsolved in New England as it is m other parts 
of the country. 

Shall intangible personalty be exempt entirely from taxation, 
on the theory that otherwise there is double taxation ? Shall it 
be taxed with a low uniform rate ? Or shall further attempts by 
way of doomage and the like be made to collect the local gen- 
eral property tax thereon ? 

<> State Tax on Foreign Held Bonds, 15 Wall., 300, 320 (1872). 
79349-^09 3 
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Connecticut is the only New England State that specifically and 
directly taxes intangible personalty to the holders thereof other 
than by the local general property tax. There, stockholders are 
not taxed, nor are holders of bonds of a railroad company oper- 
ating in the State. The holders of other bonds, notes, choses in 
action, deposits in national banks, etc., may elect to pay either the 
local general property tax thereon, averaging about $20 a thou- 
sand, or a low imiform rate of $4 a thousand to the state treasurer. 
This optional plan is tmique, and the receipts under it are increas- 
ing every year. 

In Rhode Island no intangible personalty is taxable to a cor- 
poration; and few returns are made by the corporations taxable 
on such property in Maine, New Hampshire, or Vermont. In all 
these five States individuals are subject to the local general prop- 
erty tax on their bank deposits, credits (except mortgages some- 
times), bonds, and, to some extent, on their stock; but the attempt 
to collect has resulted in the usual failure. 

The -reasons for this failure can be stated thus : First, intangible 
personalty can be readily concealed; second, the temptation to 
conceal it is great, because a general property rate of $20 a thou- 
sand often amoimts to half the income from the intangible per- 
sonalty; third, when found, such property is taxed at its true cash 
value, while real estate is usually undervalued; and, fotuih, hold- 
ers of such property go where they will be taxed the lowest. 

The Massachusetts Tax Commission (1908) recommend that a 
tmiform tax at the rate of $3 a thousand be levied on this class of 
property, and that the Massachusetts constitution be amended in 
accordance with this recommendation, in case the Massachusetts 
supreme judicial court should decide that the proposed low rates 
are not ** proportional,'' and hence are unconstitutional. That 
court did so decide.^ 

The Maine Tax Commission of 1908 recommend that their legis- 
lature give serious consideration to the plan for a low uniform rate 
on intangibles, stating that the collection of such a low tax would 
be *' aided by a strong, favorable public sentiment, so necessary in 
the proper and easy administration of any law.'' 

The Vermont Tax Commission of 1908 recommend a low uniform 
tax rate on intangibles, while the New Hampshire Tax Commis- 
sion of 1908 recommend that ** money and securities" be dropped 
from the taxable list. 



o Opinion of the Justices, 195 Mass., 607 (1908). 
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Stimmarizing, it is seen that the "low uniform rate" method is 
popular in New England. It already exists in Connecticut, where 
It is givmg satisfaction, while commissions in three other States of 
this group recommend it. 

Collection and Distribution. 

As to collection and distribution, the methods pursued in New 
England are not imiform. The common rule as to taxation of 
ixianufacturing and mercantile corporations is that the tax is col- 
lected and distributed precisely as a tax on natural persons. As to 
taxation of transportation and transmission corporations, the com- 
mon rule is that the tax is collected by a state official and to some 
extent is distributed among the various locaUties according to the 
relative amounts of the corporate property situated therein. In 
Massachusetts the amoimt collected from such corporations is dis- 
tributed among the various localities according to the residence 
of the stockholders, the State retaining for its own use the frac- 
tion representing stockholders who are nonresidents. In New 
Hampshire the amount collected from railroads is similarly dis- 
tributed, and in Maine a like distribution is made of a part of the 
amoimt collected from railroads, street railways, telegraph, and 
telephone companies. 

Separation of Sources of Revenue. 

The complete separation of state revenues from local revenues 
has become popular in the general movement toward taxation 
reform. In this change the tax upon corporations has to a con- 
siderable degree been relegated to the State as an appropriate 
source of revenue for state purposes, with which we usually find 
grouped revenue from inheritances, and, to a less degree, other 
special sources of revenue. 

Per Cent of State Revenue prom Speciai, Taxation of . Corporations and 
Per Cent of State Revenue from ali* Speciai^ Sources (i. e., Sources 

OTHER THAN GENERAL PROPERTY Tax). 



state. 



Maine 

New Hampshire 

Vermont 

Massachusetts. _ 
Rhode Island.. 
Connecticut 



From corpora- 
tions. 


From all spe- 
cial sources. 


48.88 




66.96 


27. 21 




56.48 


56.45 




98.93 


35- 09 




70. 18 


39.78 




64.39 


83.54 




100. cx> 
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Systems Not Final. 

The systems of corporate taxation in New England are cer- 
tainly not final. No one of the States is perfectly satisfied. 
Changes are made from time to time. It should be borne in mind,] 
therefore, that the description given herein presents the systems 
in force on January i, 1909, but footnotes bring the matter up to| 
April 15, 1909. 



ABSTRACT BY STATES. 

Maine. 

Approximately one-half of the expenses of the Maine state 
government, which amount to over two and a half million dollars 
annually, is met by special state taxation of corporations. 

The taxation of railroads in Maine, including street railways, is 
based upon gross receipts. This law has been sustained by the 
Supreme Court of the United States as not being a tax upon 
receipts, in which case it would be a tax upon interstate com- 
merce, and therefore imconstitutional. It was held that receipts 
were merely used as a measure of the corporation's ability to pay 
taxes. This law is known as the Maine system of taxing railroads. 
Several States have used it as a model. From it Maine realizes 
over $600,000 annually. Following this law, Maine now taxes her 
telephone, telegraph, express, and parlor-car companies on the 
basis of income. 

The Maine incorporation laws favor incorporation by persons 
and businesses in no way connected with Maine. From the sev- 
eral thousand corporations taking advantage of the Maine laws 
in this way Maine receives in taxes and fees from interests 
wholly beyond her borders over a quarter of a million dollars 
annually. The basis of this taxation is the same as in other States 
such as New Jersey, Delaware, and West Virginia, namely, the par 
value of the capital stock, irrespective of whether any portion of 
it is employed within Maine. Maine is the only New England 
State resorting to this method for the purpose of revenue. 

The item of taxes from corporations next in importance is the 
state tax on deposits and assets of savings banks, producing 
nearly half a million dollars a year. 

The Maine Tax Commission of 1908 has recently sent in its 
report to the legislature. 

New Hampshire. 

The total amoimt of revenue in New Hampshire for state pur- 
poses is a little over a million dollars a year; from the special tax- 
ation of corporations there is derived for state purposes a little 
over one-fourth of this amoimt. 

23 
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Through a construction placed upon the New Hampshire con- 
stitution, all attempts in New Hampshire to tax corporations upon 
any other basis than property have been abandoned. There is, 
how/£ver, a central state board which administers the taxation of 
railroad, street-railway, express, telegraph, and telephone com- 
panies. This centralized administration of the law as to these 
corporatioiis constitutes the chief difference between the taxation 
of corporations and individuals in New Hampshire. 

A large portion of the revenue thus collected by the State is 
distributed to the towns where the property of the corporation is 
located or where its secinities are held. Under this arrangement 
the allotment to the town by the State frequently exceeds the 
town's share of the state expenses, with the unusual result that 
the local authorities collect and pay over to the State hundreds of 
thousands of dollars imder the general property tax, while the 
State collects and turns over to the towns himdreds of thousands 
of dollars collected from corporations, but also based upon 
property. 

The two largest items collected by the State from corporations 
are from railroads and savings banks, and amount approximately 
to a half million dollars each. 

A large part of the railroad tax and practically all of the bank 
tax is distributed to the towns by the State. 

The New Hampshire Tax Commission of 1908 has recently sent 
in its report to the legislature. 

Vermont. 

All of the expenses of the state government in Vermont, approxi- 
mately a million and a half dollars a year, are met by the special 
taxation of corporations and by other special taxes collected by 
the State. The corporations are paying approximately 56 per 
cent of the total state expenses. 

The chief feature of corporate taxation in Vermont is the policy 
of providing in detail for important corporations two methods of 
taxation and permitting the corporation to elect to be taxed imder 
either provision. The two systems have different bases, one being 
property and the other receipts. The purpose of this alternative 
is to avoid raising a constitutional question as to the taxation by 
the State of receipts from interstate business. The tax on receipts 
is made attractive by making it lower, and a large number of cor- 
porations elect to pay on this basis, and are thus precluded from 
raising the constitutional question. 
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Another feature of the Vermont system worthy of special note 
is the tax based upon par value of capital stock and applied to 
3JI corporations in the State, domestic and foreign, irrespective of 
^w^hether all the capital stock is employed in Vermont. This pro- 
^sion extends also to all imincorporated associations doing business 
in the State, whether they have capital stock or not. If a con- 
cern has no capital stock, the tax is based upon the "deposit;" in 
other worSls, the assets. While the rate of this tax is low, the scope 
of its application — namely, to all corporations or associations, 
domestic or foreign, doing business in Vermont — is as wide as any 
single provision of corporate taxation known. 

The important items of revenue, as is usually the case in New 
England, come from savings banks and raihoads. 

The report of the Vermont Tax Commission of 1908 was recently 
submitted to the legislattire. 

Massachusetts. 

The total expense of the Massachusetts state government in 
1907 was approximately $13,500,000. The receipts from the 
special taxation of corporations in Massachusetts paid about 
one-third of this sum. 

Massachusetts is the only New England State which adopted a 
theory of corporate taxation at an early date and has consistently 
adhered to it. The corporation is taxed upon its real estate and 
tangible property in the locality where the property is situated, 
just as property is taxed to individuals; and then the state 
tax commissioner estimates the value of the capital stock of the 
corporation, deducts therefrom the amount of property taxed by 
the localities, and taxes the corporation upon the residue, called 
the ** corporate excess.'* This principle extends broadly to all 
Massachusetts corporations — financial, public-service, and general 
business. The entire system of corporate taxation in Massachu- 
setts is characterized by uniformity of theory, careful classifica- 
tion of different businesses, and expertness of administration. 

A feature of the Massachusetts system worthy of special note 
is that the tax for state and local purposes upon corporate excess 
is extended to what is known as ** business corporations'' (manu- 
facturing and mercantile). From this class of corporations alone 
there is received over $2,000,000 of revenue. When it is consid- 
ered that this large sum comes from the taxation of the intangible 
value of a class of corporations which goes practically untaxed 
under the systems of other States, some idea of the significance of 
the Massachusetts system is realized. 
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Opinions may diflFer as to the application in some cases of the 
corporate-excess system, but there is no doubt of its effectiveness. 
Not the least of its strength lies in the possibility of applying it 
to all classes of corporations. 

Referring to the revenue received from the corporate-excess tax 
on that class of corporations which always contributes a large item 
(public-service companies) , the Commission of 1907 says that prac- 
tically all recent legislation in other States has included an ap- 
proximation toward the standard of Massachusetts, adding: 

** The public-service corporations of Massachusetts now contribute more 
nearly their fair share to the public revenue than do the public-service 
corporations of other States." 

Rhode Island. 

To corporations desiring to do business in Rhode Island the 
tax system of that State offers an inducement to incorporate under 
her laws. This consists in a deduction for actual indebtedness 
from taxable personal property to domestic corporations only, cor- 
porations without a Rhode Island charter not being allowed this 
privilege. 

Moreover, no corporation doing business in Rhode Island is 
taxed on its intangible personalty, such as bank deposits and net 
credits. The result is that it is not tmcommon for most, if not all, 
of the personal property of a domestic corporation to escape tax- 
ation, the intangible personalty not being assessed according to 
law, and the tangible personalty being canceled by indebtedness. 

Perhaps no other State in the Union, certainly none in New 
England, applies the local general property tax to corporations so 
widely as does Rhode Island. Even her steam railroads are taxed 
only locally on real property, precisely in the same manner as indi- 
viduals. The classes of corporations in Rhode Island subject to a 
special state tax are not many. They are savings banks and insur- 
ance, telegraph, telephone, street-railway, and express companies. 
The State taxes the deposits of savings banks and the receipts or 
earnings of the others. The total state receipts from this special 
taxation of corporations in 1908 was nearly $900,000, of which 
savings banks paid nearly half, the insurance companies over 
a third, and street-railway, telegraph, telephone, and express com- 
panies nearly a sixth. 

The state general-property tax, or the proportion paid to the 
State by the towns from their taxes on real and personal property, 
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1908 was also nearly $900,000. Part of this state property tax 
^was collected by the towns from corporations, but it is practi- 
c^ally impossible to tell how much was so collected. 

The total receipts from all sources to the Rhode Island state 
"treasury for state purposes in 1908 were $2,153,690.79. In con- 
nection with the urgent need for more state revenue, as reported 
by the state treasurer, it is interesting to note the low percentage 
of the total state revenue derived from the state taxation of cor- 
por^^tions. In 1908 this was only 39.78 per cent — quite a contrast 
to percentages in some of the other States. In Connecticut, for 
instance, such a percentage is 83.54. Rhode Island is one of the 
very few States having no inheritance tax. 

Connecticut. 

Over four-fifths of the total revenue for state ptirposes in Con- 
necticut comes from state taxation of corporations. In 1908 the 
total state expenses were nearly three and a half million dollars, 
of which the corporations doing business in Connecticut contributed 
nearly three millions; and of this three millions the railroads paid 
over a million, savings banks over half a milUon, and insurance 
companies over half a million. 

Since the suspension in 1 890 of the state tax on real and personal 
property, there has been a complete separation of the sources of 
state and local revenue. One of the methods proposed for supply- 
ing an increase of state revenue is the re-enacting of the state 
general-property tax. 

Another method proposed for increasing the state income is to 
tax the corporate excess of manufacturing and mercantile corpo- 
rations. Such corporations, sometimes referred to as ''general 
business corporations," are at present taxed locally on property in 
the same manner as individuals, and therefore pay Uttle, if any- 
thing, directly to the State. 

In an address before the Farmers' Association of the Legislature 
on March 10, 1909, Mr. Corbin, State Tax Commissioner, said: 

"The value of the shares of the capital stock and the indebtedness 
represents the fair value of the property, tangible and intangible, of 
every solvent corporation. * * * 

"When a corporation is taxed on its property in the same manner as^ 
individuals, the aggregate value of the various assessment schedules may 
fall far below the value of the entire business plant or enterprise of such 
corporation considered as a unit and measured by the aggregate value 
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of its bonds and shares of stock. On the theory that every element or 
factor which gives to a corporation a value for income or sale should be 
considered in fixing the taxable value, this unassessed residuum may be 
reached by a tax which is generally termed the tax on 'corfK>rate 
excess.' * * * 

"A list of eighteen corporations of this State selected at random, nearly 
all from two cities, showed the bid value of the stock as given by the local 
brokers on October i, 1908, as $35,862,250, while the assessed valuation 
of these same corporations by the local assessors was $12,746,361. This 
shows a * corporate-excess ' valuation of over twenty-three millions of 
dollars, not including any bonded indebtedness. The aggregate of such 
excess valuation of all similar corporations throughout the State which 
now escapes taxation must be very large. *' 

This recommendation means that manufacturing and mercantile 
corporations wotdd be taxed in the same way in which Connecticut 
now taxes her railroads. Indeed, the inclusion of the bonded 
indebtedness as part of the taxable value of a railroad company is 
unique, and is often referred to as the " Connecticut method." 

Another tmique feature of Connecticut's system of taxation, not 
especially of corporations, is the so-called " chose-in-action " tax, 
by which holders of bonds, notes, and other choses in action can 
pay to the State a low uniform rate of $4 a thousand instead of the 
regular local property tax of about $20. 



MAINE. 

I. GENERAL VIEW. 
Chief Features. 

The chief features of corporation taxation adopted in Maine are 
two: 

First. A tax upon the par value of the capital stock of corpo- 
rations generally. 

Second. A tax upon the transportation and transmission receipts 
of certain classes of public-service corporations.** 

General Corporations — ^Tax on Capital Stock. 

Domestic corporations (except those enumerated in the next 
paragraph, and banks and insurance companies) are taxed upon 
par value of capital stock. This is paid to the State. It is for 
state purposes and is termed a "franchise tax.'* 

Transportation and Transmission Corporations — Tax on Receipts. 

Transportation and transmission corporations doing business 
within the State are taxed on gross transportation and transmis- 
sion receipts. This is paid to the State, for state and local pur 
poses, and is termed an ** excise tax.** It applies to domestic and 
foreign railroad, street-railway, telegraph, telephone, express, and 
car companies. The details of the tax vary for each class of 
company.* 

Local Taxes on Certain Corporate Property. 

The above "excise tax** is, for those corporations, in lieu of the 
ordinary property tax, except that a railroad's buildings, and its 
lands outside of the right of way, a telegraph and telephone com- 

« These features are not peculiar to this State. The tax first above mentioned is 
employed in New Jersey, Delaware, West Virginia, and elsewhere. The second tax 
has been in recent years extensively in effect, and it has been highly recommended 
by various commissions on corporate taxation as especially appropriate for corpora- 
tions engaged in public callings. 

&As to interstate commerce, there is a careful attempt to confine taxation within 
the limits permissible under the Constitution of the United States. Substantially 
the present Maine statute basing the tax on railroad receipts has been upheld by the 
Supreme Court of the United States. See pp. 36, 44, infra. 
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pany's real estate, and an express comj)any's real estate are taxed 
locally. The local tax on real estate of express, telegraph, and 
telephone companies is deducted from the tax on receipts. Manu- 
facturing, mining, smelting, gas, water, and electric lighting, heat- 
ing, and power companies are taxed chiefly upon tangible property. 

Stockholders and Bondholders — ^Taz on Securities Held. 

Shares of stock and bonds (domestic and foreign) are taxed 
locally to the holder as personal property. To prevent double 
taxation, however, the tax on shares is reduced in accordance with 
the amount paid by the corporation upon its tangible property. 
Special provisions of corporate taxation have abolished the tax on 
shares to the holder for railroad, street-railway, telegraph, tele- 
phone, manufacturing, mining, smelting, agricultural, and stock- 
raising companies.* 

Foreign Corporations. 

There are no special provisions for taxing foreign corporations 
except insurance companies and banks, and except certain trans- 
portation and transmission companies, as shown in the foregoing 
paragraph on taxation of receipts. 

Administration. 

The whole administration of corporation taxation by the State 
is in the hands of one central body, the Board of State Assessors, 
which board has other duties also. The members of the board, 
three in nimiber, are chosen by the legislattue for a term of six 
years, one being elected every two years.* 

o Inquiry indicates that little or no revenue is obtained from the taxation of shares 
to the holder as personal property. 

6 Sources of revenue in Maine: 

Towns. — (a) The towns and cities derive their revenue from polls and property; 
(b) they also receive a portion of the corporation tax as hereinafter explained; (c) cer- 
tain business taxes and licenses. 

Counties. — (a) The revenue of the county is derived from the towns, which levy 
it upon property and polls; (6) fines and penalties in criminal cases; (c) fees of 
county officers. 

State. — (a) A certain amoimt is assessed directly upon towns and is by them levied 
upon property and polls; (6) business taxes and licenses; (c) corporation taxes; (c?) in- 
heritance tax; (e) fees. 
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n. DETAILS AS TO THE CONSTITUTION AND THE 

STATUTES. 

Constitution. 

The constitution of Maine contains no passage dealing directly 
-with the taxation of corporations; but, as to taxation in general, 
it contains the following provisions, which may be of consequence 
in determining the vaUdity of any suggested form of corporate 
taxation: 

" No tax or duty shall be imposed without the consent of the people or 
of their representatives in the legislature/'* (1819.) 

"While the public expenses shall be assessed on polls and estates, a 
general valuation shall be taken at least once in two years. '''^ (18 19.) 

"All taxes upon real and personal estate, assessed by authority of this 
State, shall be apportioned and assessed equally, according to the just 
value thereof."*' (1819; as amended, 1875, by inserting "and personal. '*) 

o Art. I, sec. 22. 

ft Art. IX, S€lc. 7. 

c Art. IX, sec. 8. 

In view of the constitutional provisions requiring all taxes upon property to be 
apportioned equally, according to the just value, it has been contended that railroads 
and other enterprises can not be aided by loans or by exemption from taxation, since 
such aid relieves these enterprises from a burden and, at any rate, rests a disproportion- 
ate burden upon others. Hence has arisen a series of decisions making a distinction 
between private and public or quasi-public enterprises. It should be borne in mind, 
also, that there is now a constitutional provision, dating from 1875, that "the legis- 
lature shall never, in any manner, suspend or surrender the power of taxation." 
Const., Art. IX, sec. 9. 

Under a statute, now repealed, a tax upon railroads oi 1% per cent upon the value 
of " the roadways, rolling stock, and franchises'' was upheld as a franchise tax, being 
a tax upon the use of the property or business, and not upon the business itself, and 
hence not in conflict with the constitutional provision that all taxes on real and per- 
sonal estate shall be apportioned and assessed equally, according to the just value 
thereof. State v. Maine Central Railroad, 74 Me., 376 (1883). 

An act of 1850 was upheld which authorized a city to issue bonds as a loan of secu- 
rity for aid in constructing a railroad. Augusta Bank v. Augusta, 49 Me., 507 (i860) 
an early and important case on this subject. It has been held that a tax for the aid 
of a railroad, being a tax for a public purpose, can not be levied upon only a part of 
a town, and that this rule, based partly upon the constitutional provision that taxes 
upon real estate shall be apportioned equally, can not be successfully evaded by 
creating the taxed portion of the town into a corporation for the sole purpose of this 
taxation, the town remaining undivided for all other purposes. Dyar v. Farmington 
Village Corporation, 70 Me., 515 (1878). See, however. Mayo v, Dover and Foxcroft 
Village Fire Co., 96 Me., 539 (1902). 

In 1 87 1 the majority of the Supreme Judicial Court answered in the negative these 
questions of the house of representatives: "Has the legislature authority under the 
constitution to pass laws enabling towns, by gifts of money or loans of bonds, to assist 
individuals or corporations to establish or carry on manufacturing of various kinds, 
within or without the limits of said towns? And if towns thus authorized may assist 
private parties, may they go further and establish manufactories entirely on their 
own account and run them by the ordinary town officers or otherwise? '* Opinions of 
the Justices, 58 Me., 590 (1871). 

In accordance with that view the court declared unconstitutional an act 'which 
authorized a town to lend its credit to a steam sawmill and gristmill, the court being 
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''The legislature shall never, in any manner, suspend or surrender the 
power of taxation." « (1875.) 

Statutes. * 

STATUTES ON GENERAI^ TAXATION. 

A State's general provisions respecting taxation, whether they 
be applicable to corporations or not, obviously have bearing vLpon 
the question whether the State's mode of taxing corporations is 
harmonious with its general theory. Yet the general provisions 

of opinion that it is for the court and not for the legislature to determine what is a 
■ public use. Allen v. Inhabitants of Jay, 60 Me., 124 (1872). 

Similarly, the legislature having enacted that towns might exempt from taxation 
for ten years manufacturing establishments thereafter created, where the capital 
invested exceeded $2,000, and a town having voted exemption accordingly, the court 
declared this exemption unconstitutional. Brewer Brick Co. v. Inhabitants of Brewer, 
62 Me., 62 (1873); Famsworth Co. v. Inhabitants of Lisbon, 62 Me., 451 (1873). 

Yet it was decided to be withiA the power of the legislature to authorize a city to 
exempt from taxation for a term of years a water company, in consideration of a 
promise to furnish free of cost water for municipal purposes; for there was a contract 
with consideration, the property was devoted to a public use, and the lack of uniform- 
ity of taxation as to waterworks throughout the State might be explained by the 
absence of uniformity in benefits to the public, and the delegation of legislative power 
to the city council in this instance was unobjectionable, being as to a local matter. 
Portland v. Portland Water Co., 67 Me., 135 (1877). 

o Art. IX, sec. 9. 

Although it has been conceded, with some reluctance, that before the provision 
added to the constitution in 1875 (Const., Art. IX, sec. 9), it was within the 
legislative power to exempt railroads from taxation, words granting such exemption 
have not been construed liberally. 

When there was a consolidation of several railroads, some of which had enjoyed by 
their charters an exemption from general taxation, upon certain conditions, and the 
act authorizing the consolidation provided that there should be a new corporation 
with "the powers, privileges, and immunities possessed by each of the corporations," 
it was held that the conditional exemption was not one of these immunities, for exemp- 
tion from taxation is not to be inferred otherwise than from clear language, and in 
this instance the consolidated corporation did not have the duty or the ability to 
perform the conditions which had been connected with the previous exemptions* 
State V. Maine Central Railroad Co., 66 Me., 488 (1877). 

It has been held, upon the authority of the decisions of the Supreme Court of the 
United States, that before the constitution of Maine forbade the legislature to sus- 
pend or surrender the power of taxation, the legislature could exempt a railroad 
from taxes, and that an exemption was contained in a charter which said, " no other 
tax than herein is provided shall ever be levied or assessed on said corporation or 
any of their privileges or franchises,'* and that the legislature may not "impose any 
other or further duties, .liabilities, or obligations,*' that these provisions prevented 
the application of a previous act which reserved a power of amending acts of incor- 
poration when there was no "express provision to the contrary.** State v. Dexter 
and Newport Railroad Co., 69 Me., 44 (1879); State v. Knox and Lincoln Railroad 
Co., 78 Me., 92 (1886). 

& Except as otherwise indicated, the references given hereinafter for Maine are to 
the Revised Statutes of Maine, passed September i, 1903, taking effect January i, 1904. 
The statutes passed since then have been consulted. On April 26, 1909, the secretary 
of the Board of State Assessors wrote that no new laws affecting the taxation of cor. 
porations had been enacted by the 1909 session of the legislattu*e. 
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respecting taxation are so similar from State to State that it seem^ 
unnecessary to present them in each instance. Some of the gen- 
eral provisions of Maine are presented as a fair sample of those 
found throughout New England. 

The chief general provisions of Maine are: 

PoU Tax. 

That a poll tax shall be assessed locally upon every male inhabitant 
above the age of twenty-one, whether a citizen of the United States of 
an alien, and this poll tax shall not exceed three dollars and shall not be 
less than one dollar, and that it shall be assessed on each person in the 
place where he is an inhabitant on the first day of April.* 

Realty. 

That all real property within the State shall be subject to taxation — 
including buildings and including interest in timber and improvements 
on public lands and including interest by contract in land exempt from 
taxation — and shall be assessed in the town where the estate lies, to the 
owner or person in possession on the first day of April, and that the mort- 
gagor of real estate shall be deemed the owner until the mortgagee takes 
possession. ** 

Personalty of Residents. 

That all personal property of inhabitants of the State shall be subject 
to taxation — including goods, chattels, moneys, and effects, wheresoever 
they are, vessels at home or abroad, obligations for money or other prop- 
erty, money at interest, and debts due the persons taxed more than they 
are owing, public stocks and securities, shares in corporations within of 
without the State, except as otherwise provided, annuities when the capital 
of such annuity is not taxed in this State, and all other property — and 
that all personal property within or without the State shall be assessed 
to the owner in the town wherein he is an inhabitant, except that per- 
sonal property employed in trade or in erecting buildings or vessels or in 
the mechanic arts, shall be assessed where employed, if the owner or his 
subcontractor occupies there a store, shop, mill, wharf, landing place, or 
shipyard; and except that mules, horses, neat cattle, sheep, and swine 
shall be assessed where they are kept, otherwise than temporarily; and 
except also that there are special provisions as to the place of assessment 
of property held in trust ; and except also that personal property in another 
State or country, and legally taxed there, is exempt; and except also that 
mcu:hinery, goods manufactured or to he manufactured, and real estate belong- 
ing to any corporation shall be assessed to such corporation where they are 
situ^ated, and that in assessing the stockholders their proportional part of the 
assessed value of such machinery, goods, and rea^ estate shall be deducted 

from the value of their shares,^ 

-■ - - -, 

oThis is a condensation of Rev. Stats., chap. 9, sees, i, 7. 

The poU tax is universal in New England. On the other hand the Declaration of 
Rights of Maryland declares that " the levying of taxes by the poll is grievous and 
oppressive, and ought to be prohibited.** (Art. 15.) 

6 This is a condensation of Rev. Stats., chap. 9, sees. 2, 3, 8. 

<^Tbis is a condensation of Rev. Stats., chap. 9, sees. 2, 5, 12, 13. 
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Personalty of Nonresidents. 

That personal property owned by persons residing out of the State or 
by persons unknown is subject to taxation, if within the State, except, 
however, vessels built or in process of construction or undergoing repairs, 
and except also hides and leather, the product thereof, when it appears 
that the hides were sent into the State to be tanned, and to be carried 
out of the State thereafter; and that such personal property subject to 
taxation, with these exceptions, is assessed to the person in possession,^ 
and that corporate stock owned by a person unknown or not residing in the 
State is assessed in the town where the corporation is located, except that this 
provision does not apply to corporations engaged in manufacturing or in the 
real estate business} 

General Property Tax as Applied to Corporations. 

Corporations generally are taxed locally on property under the 
foregoing provisions in the same manner as individuals. Impor- 
tant classes of corporations reached chiefly through the property 
tax are gas, water, electric lighting, heating, and power com- 
panies.* This tax on property of corporations is modified, as else- 
where set forth, for railroad, street-railway, telegraph, telephone, 
and express companies. 

Shareholders and Bondholders. 

Shares of stock and bonds of domestic and foreign companies 
are taxed to the holders as personal property, as stated above in 
the paragraph on ** Personalty of residents.** It is important to 
note, however, that an attempt is made to prevent double taxation 
in the case of domestic corporations by providing that owners of 
their corporate shares are exempt from taxation thereon to the 
extent of their proportional part of the corporation's machinery, 
goods, and lands taxed within the State.^ The treasurer of the 

a This is a condensation of Rev. Stats., chap. 9, sees. 2, 13. 

b This is a condensation of Rev. Stats., chap. 9, sees. 26, 30. 

<:The Tax Commission (1908) notes that many corporations of the classes here 
given serve several municipalities, and that therefore the local assessment of them 
as at present should give way to administration by the state board. (Report, p. 44.) 

<^To tax the shares of a corporation to the shareholders, and to tax at the same 
time the property of the corporation to the corporation itself, imposes, in effect, if 
not in theory, a double tax burden on the shareholders. East Livermore v. Banking 
Co., 103 Me., 418 (1908). 

Under a statute providing for the assessment of shares in any incorporated com- 
pany possessing taxable property according to the value thereof, but excepting 
machinery in cotton and woolen manufactories, it was held that a resident of Maine 
was taxable in Maine upon his shares in such a company, although the corporation 
was incorporated in Massachusetts, did business there exclusively, and was taxed 
there for all its property; and it was held further that the exemption of machinery 
was applicable to domestic corporations only ; but the court did not find it necessary 
to determine the taxability in Maine of so much of the value of the shares as might 
represent land. Holton v, Bangor, 23 Me., 264 (1843). 



MAINE. 35 

corporation is required to make return to assessors of names of 
stockholders, their residences, and amount of stock held.^ In the 
case of domestic and foreign railroad, street-railway, telegraph, and 
telephone companies doing business in the State, and domestic 
manufacturing, mining, smelting, agricultural, and stock-raising 
corporations, their shares are not taxed to the holder, as is here- 
inafter set forth. 

It appears from inquiry that, as is usually the case, little revenue 
is collected through the tax on shares to the holders as personal 
property.* 

STATUTES ON CORPORATE TAXATION. 

^* General Franchise Tax " on Par Value of Capital Stock. 

This general provision for the taxation of corporations is a char- 
acteristic and important feature of the Maine system of corporate 
taxation, and is, therefore, given verbatim: 

"Every corporation incorporated under the laws of the State, except 
such as are excepted by section twenty-six of chapter forty-seven, '^ shall 
pay an annual franchise tax of five dollars, provided the authorized 
capital of said corporation does not exceed fifty thousand dollars; of ten 
dollars, provided said authorized capital exceeds fifty thousand dollars, 
and does not exceed two hundred thousand dollars; of fifty dollars, pro- 
vided said authorized capital exceeds two hundred thousand dollars, and 
does not exceed five hundred thousand dollars; of seventy-five dollars, 
provided said authorized capital exceeds five hundred thousand dollars 
and does not exceed one million dollars; and the further sum of fifty dol- 
lars a year for each one million dollars, or any part thereof, in excess of 
one million dollars."^ 

Many Maine corporations transact no business in the State, and 
in that case they have no property there, and this "franchise tax" 
is the only tax to which they are subject in Maine. Those engaged 

a Rev. Stats., chap. 47, sec. 24; chap. 9, sees. 32, 33. 

&See "Stockholders and bondholders," in "Comments," p. 47, infra. 

cThe corporations excepted from this general "franchise tax** fall into two 
classes — 

(i) Corporations not of a business nature. 

(2) Corporations liable to the special taxes hereinafter given (Rev. Stats., chap. 47, 
sec. 26), namely, railroads,* street railways,* palace-car companies,* telegraph and 
telephone companies,* express companies,* and life-insurance companies (Rev. Stats., 
chap. 8, sec. 46); savings banks (Rev. Stats., chap. 8, sec. 54); loan and building 
associations,* (Rev. Stats., chap. 8, sec* 57); trust and banking companies* (Rev. 
Stats., chap. 8, sec. 65). But if the corporations marked * do not carry on opera- 
tions within the State, they pay the "general franchise tax** alone and not the spe- 
cial tax on receipts, etc. 

^Rev. Stats., chap. 8, sec. 18, as amended by Public Laws, 1907, chap. 185, which 
amendment doubled the rate. 

79349—09 4 
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in business in Maine pay the regular local property tax in addi- 
tion to this " franchise tax " paid to the State for state purposes. 
Special provisions of law provide for the relieving of any corpo- 
ration from the payment of franchise taxes so long as its franchises 
remain tmused, the effect being not a dissolution of the corporation 
but a suspension of the exercise of its franchises, which may be 
resumed without additional expense after any lapse of time.** 

Railroads.^ 

The taxes paid by a railroad operating within Maine (domestic 
or foreign) consist of three items: 

First. '*An annual excise tax " on gross transportation receipts.* 
This is paid to the State for state and local purposes "for the 
privilege of exercising its franchise. *'<* This tax is based upon the 
average gross transportation receipts per mile within the State, 
the rate of taxation beginning at one-half of i per cent of such 
receipts when they do not exceed $1,500 per mile and increasing 
at the rate of one-fourth of i per cent for each additional $500 or 
fractional part thereof, the maximum rate, however, being 4K 
per cent.* 

oRev. Stats., chap 47, sec. 31. 

See "Tax on par value of capital stock," in "Comments," p. 46, infra. 

& "Railroad'* and "railway'' are not interchangeable words in the laws of Maine 
"Steam railroad" and "street railway" are phrases indicating the distinction taken 
there. Consequently the same discrimination between "railroad" and "railway" is 
followed in this article. In the laws of some other States the same distinction is 
taken, but in still others the two words are used interchangeably, or one of the words 
is used for both purposes. 

c Under the phrase " transportation receipts," railroads are not taxed upon income 
from such sources as storage, warehousing, etc. Neither does the term include 
receipts from steamship lines operated by railroads. 

d Rev. Stats., chap. 8, sec. 24. 

This tax, based upon transportation receipts, has been sustained by the Supreme 
Court of the United States as not being a tax upon interstate commerce. See p. 44, 

« Rev. Stats., chap. 8, sec. 25, as amended by Public Laws 1907, chap. 168. 

On March 14, 1907, the house of representatives of Maine submitted to the supreme 
judicial court the following questions: 

" First. Is an excise tax prohibiting the apportionment and assessment of all other 
taxes upon railroads, their property, or stock according to their just value consti- 
tutional? 

" Second. Can a tax be lawfully levied upon the franchise of a railroad and also a 
separate tax upon the roadbed, rolling stock, and fixtures at their cash value? 

"Third. Is the present law whereby railroads operating in this State are taxed 
upon a percentage of their gross receipts repugnant to the provisions of the consti- 
tution of this State relative to taxation?" 

The questions were unanimously answered — the first and second in the aflfirmative, 
and the third in the negative. In re Railroad Taxation, 102 Me., 527 (1907). 

Under the statute providing that the railroad excise tax shall be ascertained by 
first dividing the annual gross transportation receipts by the number of miles of 
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This tax and the one mentioned next below are " in place of all 
taxes upon such railroad, its property, and stock. "^ Shares in 
corporations paying this tax are not taxed to the holder; but their 
bonds and other securities are taxable. ^ 

A part of the tax is apportioned to the cities and towns to the 
extent of i per cent of the actual value of stock held therein, 
under certain limitations.* 

Second. All buildings, whether within or without the right of 
way, and the lands and fixtures outside the right of way, are taxed 
by the cities and towns in which they are located as other property 
is taxed therein. "^ 

Third. A tax to the state treasiuy equal to its proportional 
share of the expense of the Board of Railroad Commissioners, 
based upon the gross transportation receipts.^ 

Street Railways. 

The provisions for taxing railroads and for distribution of pro- 
ceeds to the towns apply to street railways (domestic and foreign) 
doing business in Maine, except that the rate is different. For 
street railways the rate is three-twentieths of i per cent if the 
gross average receipts per mile do not exceed $i,ooo; and for 
each $i,ooo additional gross receipts per mile, or fractional part 
thereof, the rate increases three-twentieths of i per cent.* Shares 

railroad operated, and that "when a railroad lies partly within and partly without 
the State, or is operated as a part of a line or system extending beyond the State, the 
gross transportation receipts of such railroad, line, or system, as the case may be, 
over its whole extent, within and without the State, shall be divided by the total 
number of miles operated to obtain the average gross reoeipts per mile, and the gross 
receipts in the State shall be taken to be the average gross receipts per mile multiplied 
by the number of miles within the State," and it was held to be correct, in dealing 
with a company operating, in addition to a main track, double tracks and side tracks 
and steamship lines, to exclude the double tracks, side tracks, and steamship lines, 
and to proceed upon the basis of the gross earnings exclusive of the steamship lines. 
State V. Canadian Pacific Railway Co., loo Me., 202 (1905). 

« Rev. Stats., chap. 8, sec. 24. 

6 Ibid., chap. 9, sec. 5. 

c Ibid., chap. 9, sec. 4. 

Under a statute which provided that a railroad's track and the land on which it is 
constructed shall not for purposes of taxation be deemed real estate it has been held 
that a depot on the right of way remained taxable. Portland, Saco and Portsmouth 
R. Co. V. Saco, 60 Me., 196 (1872). 

^ Rev. Stats., chap. 8, sec. 30. 

The Maine Tax Commission (1908) recommends that no part of the salary and 
expenses of the railroad commissioners be raised by a special tax levied on the prop* 
erties over which they have control. (Report, p. 60.) 

See "Excise tax" in "Comments," p. 44, infra. 

«Rev. Stats., chap. 8, sec 31. 
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of stock in corporations paying this tax are not taxed to the 
holder; but their bonds and other securities are taxable.** 

Palace Cars. 

A corporation (domestic or foreign) operating within the State 
palace or other cars for which extra compensation is charged for 
riding therein pays to the treasurer of the State, for the use of the 
State, "an annual excise tax, for the privilege of exercising its 
franchise in the State,'' of 4>^ per cent of the gross receipts from 
business done wholly within the State.'' 

This tax is **in place of all local taxation upon the cars and 
equipment.' '« Shares of stock, bonds, and other securities in 
corporations paying this tax are taxable to the holders.^ 

Telegraph and Telephone Companies. 

The taxes paid by telegraph and telephone companies (domestic 
and foreign) operating a line within the State consist of two items: 

First. A tax on gross receipts. This is termed **an annual 
excise tax for the privilege of conducting such business." It is 
paid to the state treasury for state and local purposes. This tax 
and the one described below are ''in place of all taxes" upon the 
property used in the telegraph or telephone business and shares 
of capital stock. A portion of the tax is apportioned to the cities 
and towns to 'an amount equal to i per cent of the actual value of 
stock held therein, under certain limitations.* This tax is based 
upon the gross receipts at the rate of i per cent of the gross receipts 
from business wholly within the State when they exceed $i,ooo 
per mile and do not exceed $5,000 per mile, the rate increasing, as 
provided in the statute, when the gross receipts increase, the 
whole tax, however, not to exceed. 4 per cent of such gross 
receipts./ 

As above indicated, shares of stock in corporations paying this 
tax are not taxable to the holders; but their bonds and other 
securities are taxable.^ 

« Rev. Stats., chap. 9, sec. 5. 

6 Ibid., chap. 8, sec. 32, as amended by Public Laws, 1907, chap. 156. 

clbid., chap. 8, sec. 33. 

^ Ibid., chap. 9, sec. 5. 

< Ibid., chap. 8, sec. 36. 

/ Ibid., chap. 8, sec. 37. 

^Ibid., chap. 9, sec. 5. 
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Second. The personal property not exempted and the real estate ** 
3 taxed in the municipality where situated. The tax so assessed 
ipon real estate in use in the business is deducted from the excise 
ax: described above. ^ The personal property exempted consists 
>f the equipment and apparatus used in the business, as specified 
n the statute.* 

S^press Companies. 

The tax paid by express companies (domestic and foreign) 
ioing business in the State consists of the following items : 

First. There is a tax of 2}4 per cent on gross receipts paid to the 
State for state purposes. **Said 2}4 per cent shall be on all said 
business done in the State, including a proportional part of all ex- 
press business coming from other States or countries into this 
State, and on all going from this to other States or countries: 
JProvided, however, That nothing herein applies to goods or mer- 
cliandise in transit through the State.'*** 

Second. The above tax on gross receipts ** is in place of all local 
taxation" except real estate, which is taxed in the municipality 

o A telephone and telegraph company laid certain conduits in the streets of Port- 
land for the purpose of carrying wires. The city assessed a tax on these conduits as 
real estate. Held, that these conduits were not real estate and not subject to taxa- 
tion as real estate. Portland v. N. E. T. & T. Co., 103 Me., 240 (1908). 

& The Tax Commission (1908) says that it is unable to understand why this deduc- 
tion should be made in the case of express, telegraph, and telephone companies, and 
not for other public-service companies taxed upon receipts. (Report, p. 30.) 
c Rev. Stats., chap. 8, sec. 41. 

A telephone and telegraph company laid conduits in the streets of Portland for the 
purpose of conveying wires. Held, that these conduits were embraced in the term 
" property" referred to in Rev. Stats., chap. 8, sec. 41, providing that the excise tax 
imposed upon telephone and telegraph companies by the 6 preceding sections of the 
same chapter " shall be in lieu of all taxes upon any corporation therein designated, 
upon its shares of capital stock and its property used in the conduct of its telephone 
or telegraph business, including poles, wires, etc." Portland v. N. E. T. & T. Co., 
103 Me., 240 (1908). 

<* Rev. Stats., chap. 8, sec. 42, as amended by Public Laws, 1907, chap. 167. 
Under a statute providing that every corporation, company, or person doing an ex- 
press business shall pay, in place of local taxation, i>^ per cent of gross receipts on all 
business done in the State, " including a pro rata part on all express business coming 
from other States or countries into this State, and on all going from this State to 
other States or countries: Provided, however. That nothing herein applies to goods or 
merchandise in transit through the State," it was decided that the pro rata part of 
the gross receipts must be found by ascertaining the ratio of the express haul within 
the State to the whole number of miles of express route. State of Maine v. Boston 
and Portland Express Co., 100 Me., 278 (1905). 
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where situated as nonresident real estate, but such tax is deducted 
from the gross-receipts -tax.<» Shares of stock and bonds and 
other securities in companies paying this tax are taxable to the 
holders. ^ 

Manufacturing, Mining, and Smelting Corporations. 

These companies are taxed locally upon the buildings, lands, 
and other property "made personal by their charters and not 
exempt from taxation, and all stock used in factories," in the 
town or place where established, and shares of capital stock in 
such corporations are not taxed to the owners.*' Their bonds and 
other securities are taxable. <* 

Agricultural and Stock-Raising Corporations. 

These companies pay a tax upon the buildings, lands, and other 
property in the towns where situated, and shares of capital stock 
in such corporations are not taxed to the owners.* 

Foreign Corporations. 

There are no general statutes applying especially to foreign 
corporations. Foreign transportation and transmission companies 
doing business in Maine are taxed on receipts and property in the 
same manner as similar domestic companies. (See pp. 36—39, 
ante.) There are special provisions for taxing foreign insurance 
companies/ and banks. ^ 

Stockholders and bondholders of foreign corporations generally 
are taxed on their securities as personal property. Shares in for- 
eign railroads, street railways, and telegraph, and telephone com- 
panies doing business in Maine are not taxed. 

*— — .— .^ ■ ■ I ■■ ■ ■- I ■ — — ■ ■ ■■■■■- ■ , — ^_» ■ ■ ■ I ■ ■ ■■ III ■■ I ■ I - 

oRev. Stats., chap. 8, sec. 44. See note b, page 39. 
6 Ibid., chap. 9, sec. 5. 

clbid., chap. 9, sec. 25, as amended by PubUc Laws, 1907, chap. 16. 
The Portland assessor says that only the tangible property of these corporations is 
taxed. , 

dRev. Stats., chap. 9, sec. 5. 

«Ibid., chap. 9, sec.- 25, as amended by Public Laws, 1907, chap. x6. 

/ Rev. Stats., chap. 8, sees. 48, 52. 

if Ibid., chap. 8, sec. 60. 
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III. FINANCIAL RESULTS. 

ToTAi^ Statb Receipts Ci^assified as to Revenue prom Corporations, Other 
Speciai, Taxes, and Generai, Property Tax, and Showing Portion op Corpo- 
ration Taxes, etc.. Distributed to Cities, Towns, and Counties, Year ended 
December 31, 1907.0 

Total state receipts, all sources $3,306, 733. 24 

Special taxes on coporations: 

Railroad companies $587, 205. 38 

Electric railway companies 18,400. 18 

Salary and expenses of railroad commissioners &. . 12, 400. 00 

Parlor and sleeping car companies i, 365 . 54 

Telegraph companies 2, 822. 85 

Telephone companies 39,442.20 

Express companies 15,086.59 

Insurance companies c 131,828.51 

Savings banks 462, 762. 55 

Trust and banking companies'* 75, 108. 03 

Building and loan associations 386. 7 1 

General franchise tax « _ 145, 315. 00 

Organization fees, new corporations/ 135, 796. 50 

Increase of capital stock 16, 820. 00 

Total state receipts from corporations i, 644, 740. 04 

I^ess portion distributed to cities and towns: 

Railroad and telegraph tax 117, 200. 34 

One-half the tax on savings banks and trust and 

banking companies (for school and mill fund) 9 _ 268, 890. 29 

Total corporation taxes distributed to cities and towns 386, 090. 63 

State's share of corporation taxes j i, 258, 649. 41 

Other special taxes and receipts: 

Collateral inheritance tax 88, 601 . 04 

State liquor commissioner 5, 900. 25 

Automobile licenses 3, 282. 00 

Dog licenses^ 45,215.00 

Fines and licenses for protection of game 42, 933. 32 

Lands reserved for public uses _ 13, 367. 03 

Temporary loan 200, 000. 00 

Interest on deposits, etc 4, 156. 83 

Sundry fees, fines, licenses, shore rents, etc 6 1 , 93 1 . 80 

Total special taxes and receipts not from corporations 465, 387. 27 

Total special taxes and receipts for state purposes i, 724, 036. 68 

o Report of State Treasurer, 1907. 

6 Paid by railroad companies. 

c Includes $19,075.50, fees of insurance commissioner's ofl&ce. 

^ Includes $50, expense of organizing trust companies, and $40 of foreign banking 
corporation licenses. 

^ All corporations other than public service and financial corporations. 

/ Includes $14, cost of advertising tax on corporations. 
' a The word "mill" is retained from an old tax at the rate of one mill for support of 
schools. 

A $29,018.93 dog licenses refunded during the year. 
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Other special taxes and receipts — Continued. 

State's share of general property tax ^ $i, 196, 605. 93 

Less county tax on wild lands and school and mill 
fund distributed to cities, towns, etc . 6 345 , 747. 22 



$850* 858. 71 



Total state revenue for state purposes 2, 574, 895 . 39 

Total state receipts distributed to cities, towns, and counties 731, 837. 85 

Total state receipts, all sources 3, 306, 733- 24 

Per cent of total state receipts derived from corporations 49. 74 

Per cent of state revenue for state purposes derived from corporations 48. 88 

Per cent of state revenue for state purposes derived from all special taxes and 

receipts 66. 96 

The two largest items of corporate taxation are from railroads 
and banks. An important item for the present purpose is the 
amoimt ($145,315) from the general corporation tax upon the par 
value of the capital stock of Maine corporations. The revenue 
from this tax has more than doubled since 1906. This is due to 
the increase in the rate made by the legislature in 1907. 

Revenues from corporations in Maine have been rapidly increas- 
ing in recent years. The increase is due in part to the adoption of 
new corporate taxes and in part to the increase in rate in certain 
corporate taxes, and finally to the growth in number and size of 
Maine corporations. The increase is shown in the assessments 
for the last three years, when compared with three years begin- 
ning in 1900. 

Corporation Taxes Assessed, i 900-1 902 and i 906-1 908. c 



Railroads 

Street railways 

Telephone companies 

Telegraph companies 

Express companies 

Palace-car companies 

General franchise taxes 

Savings banks 

Trust and banking companies. . 

Insurance coinpanies 

Loan and building associations. 

Total 



1900 



$163,359.13 
11,516.53 

ZZ,030. 46 

6.387.50 
5,813.42 



448.827.93 



68,957.46 
229. 28 



716, III. 71 



1901 



$289,157.90 
IX, 936. ox 
14, 210. 03 

2.854.53 
8,674.80 



500,733.42 

22,483.82 

73,080.48 

214.43 



923,345-41 



1902 



$323,983.85 
13,8x7. 78 

16, 929. 30 
3,072. 99 

9.787. 68 

638. 45 

52, 700. 00 

537.720. 51 

33,663. 84 

79.127- 78 
372. 47 



1.059,714. 55 



oPart of this comes from local taxation of corporations, but it is impossible practically to ascer> 
tain the amount thus received from corporations. 

f> The county taxes on wild lands paid back to counties in 1907 was $33,433.35. The total amount 
of school and mill fund paid to towxls in 1907 was $583,305.36, but $368,890.39 has already been 
deducted from corporation taxes above. 

c The amounts in this table are the assessed amounts and in some cases are larger than th« amount 
actually collected. 
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Corporation Taxes Assessed, i 900-1 902 and i 906-1 908 — Continued. 



Railroads 

Street railways 

'Telephone companies 

Xelesraph companies 

Hxixress companies 

Palace-car companies 

General franchise taxes 

Savings banks 

Xrust and banking companies. 

Insurance companies 

Loan and building associations 

Total- 



1906 



$47B,i4i-o4 

15.977.78 

33.094.91 

3,848. II 

II. 431. 34 

1.193.9a 

144,650.00 

44a. 170.46 

58, 163.01 

iio,68z. 75 

375.86 



z, 298. 718. 18 



1907 



$587,205.38 

18,400. 18 

40,406. aa 

9,833.85 

15.464.84 

1.365.54 

391. 360.00 

463.345.96 

75.373.08 

113,837.88 

374.31 



1,607,856. 34 



1908 



$638. 314. 04 
19,370.39 

45.692.53 

a. 573. 75 

16,331.68' 

1,196.79 

386, 165.00- 

470,815. 36 

87. 351. a^ 

114.470.59 
402.31 



1.683.483.49 



IV. COMMENTS. 
Taxation in Maine. 

The origin of the present system of corporate taxation in Maine 
is shown in the following from the Report of the Taxation Com- 
mission of 1890 (p. 14) : 

** The legislature of 1874 inaugurated a new system of taxation, seeking 
to equalize it by removing a part of the burden from the productive indus- 
tries of the State and transferring it to capital invested in railroad, tele- 
graph, express, and insurance companies, savings banks, and like corpora- 
tions and business. By repeated changes of law, a system of taxation 
has been legalized and sustained by the constitutional authorities of the 
State, which has brought a new revenue into our treasury, and thereby 
lightened the burden on visible property/' 

With reference to the method now in force of deriving state and 
local revenue in Maine, there is this passage in the Report of the 
Tax Commission of 1908 (p. 9) : 

** At the present time the State of Maine receives its revenue from two 
systems of taxation. The larger part of our revenue is derived from the 
taxation of certain classes of property in a manner in sharp contrast to 
that which is in vogue in the taxation of general property held by the 
citizens of the State. 

'* The State taxes railroads, savings banks, insurance companies, express 
companies, building and loan associations, telegraph and telephone com- 
panies, parlor and sleeping car companies, and general corporation fran- 
chises by principles entirdy at variance with the principles in force for 
the taxation of the property of private individuals. The State taxes 
the franchises of these corporations, rather than their property on an 
ad valorem basis. The money thus raised may properly be called the 
amount raised by indirect taxation. Last year the State received about 
$1,500,000 from these sources. The balance of the needs of the State, 
about $1,200,000, was raised by a direct tax upon the general property 
within the State." ^ 
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Separation of the Sources of State and Local Taxation. 

The tax commission of 1890 recommended that an effort be 
made to separate state and local revenues but without involving 
the entire dependence of the State upon the corporation tax. The 
taxation of corporations by the State alone was opposed as tending 
to break the '* financial ligament*' uniting local and state govern- 
ment and to extend the powers of corporations." While, as 
already shown, Maine derives large revenues from corporations, 
no attempt to separate completely the sources of state and local 
revenues has been made. 

Tax on Receipts — " Excise Tax." 

As early as 1881, Maine applied the principle of taxing pubUc- 
service corporations upon a basis of receipts. This policy has been 
consistently pursued and at the present time five classes of pubhc- 
service companies are paying on this basis nearly one-half of the 
total state revenues from corporations. The constitutionality of 
this law in so far as it appHed to receipts from interstate com- 
merce was sustained by the Supreme Court of the United States 
on the ground that the tax was not directly upon receipts. The 
law provides that transportation receipts shall be taken as a 
meastu'e of the company's ability to pay an ''excise tax," and it 
is therefore a valid law.* 

While this tax on receipts is not limited to corporations, an 
examination of the list of those pajdng it shows that in operation 
it is purely a corporation tax. 

The tax commission of 1908 in its report criticises the variance 
between the rates on steam railroads and street railways, and 
recommends that the rates be made the same.^ The report also 
calls attention to the omission of the earnings of steamboats 
Operated by railroads.^ 

The tax on receipts of telegraph and telephone companies is by 
law diminished by the amoimt of local tax paid by a company on 
real estate. The commission calls attention to the fact that this 
is not permitted in the case of railroads and should be repealed.* 

The same comment applies to express companies.-^ 

» ■ ' ' ■ 

« Report of the Tax Commission, 1890, pp. 55-58. 
b Maine v. Grand Trunk Ry. Co., 142 U. S., 217 (1891). 
« Report of Maine Tax Commission, 1908, p. 27. 
, d Ibid., p. 26. See decision on this point in last paragraph of note e, p. 36, supra. 
^ Ibid., p. 38. 
/Ibid., p. 29. 
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The commission notes with disfavor the failure of the law to 
include, in the case of telegraph, telephone, and car companies 
(the law does in the case of railroad, street-railway, and express 
companies), receipts from Maine's proportionate amount of earn- 
ings of interstate business." The law confines the tax to business 
done "wholly within the State/* 

In the case of railroad, street-railway, telegraph, and telephone 
companies the tax on receipts is a graduated one, the rate 
increasing as the receipts increase. The graduation varies mate- 
rially for the different classes of corporations named, while in the 
case of express and car companies the tax is not graduated at all. 
The commission states that it is unable to imderstand why both 
the graduation and the rate should not be more uniform for all 
five classes of corporations taxed upon receipts.** 

The final recommendation of the commission with regard to the 
taxation of public-service corporations is that the system of taking 
receipts as a basis be abandoned and that there be substituted 
therefor the ad valorem or property basis. In view of the grow- 
ing popularity elsewhere of the method of taxing public-service 
companies upon a basis of receipts, this recommendation is 
noteworthy. Inquiry made by the Bureau of Corporations makes 
it appear that this change is not regarded with favor by the 
legislature and taxing authorities. 

A peculiar feature of this tax is the provision for returning to 
each municipality a part of the tax on receipts of railroad, street- 
railway, telegraph, and telephone companies, in proportion to the 
stock held in the municipality, namely, i per cent of the actual 
value of such stock. This provision has been explained upon 
the ground that, since shares of stock and securities owned by 
citizens were formerly taxed as personal property^ it would 
hardly be fair to deprive the mimicipaUty of this revenue when 
citizens happen to hold shares in companies which are now spe- 
cifically taxed by the State and the shares of which are exempted 
from local taxation. This feature has been criticised upon the 
ground that it is easier to trace the ownership of the stock of domes- 
tic companies than that of foreign companies operating within the 
State, and that therefore inequality of taxation is the result; and 
upon the further ground that certain towns in which considerable 
quantities of domestic railway stock are held are imusually favored 
by this provision, Bangor, for instance, receiving from the State, 

a Report of Maine Tax Commission, 1908, p. 29. b Ibid., p. 30. 
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in the shape of the i per cent allowance on railroad and other stock 
held by its citizens, more than enough to pay the whole of the 
state tax levied on that city. There is considerable feeling that 
this distributive feature should be wiped out and the entire tax 
left with the State. 

Tax on Par Value of Capital Stock—" Franchise Tax.*' 

There is an economic distinction between the sources of revenue 
from the tax on receipts just discussed, which is a tax on business 
carried on within the State, and the sources of revenue from the 
tax on the par value of the capital stock of Maine corporations 
"franchise tax" — which latter tax is paid largely from business 
carried on outside the State and owned by persons not citizens of 
Maine. This distinction is shown by an examination of the list of 
companies paying. 

The tax commission of 1 890 recommended this form of cori>ora- 
tion tax.* In referring to the Maine corporation law, it said : 

"There is no State we believe whose laws afford greater facilities for the 
organization of corporations than do ours. * * * No scheme is so 
visionary, provided its purpose is ostensibly "lawful business," that it 
may not become vested by virtue of our laws with organized powers and, 
in a sense, supported and indorsed thereby.' ' 

After calling attention to the failure of the State to get revenue 
from this incorporating business, they recommend a tax on the 
par value of capital stock of Maine corporations **with the confi- 
dent behef that if the law does not result in a material increase of 
revenue to the State it will at least have the eflfect to reduce the 
number of mushroom and noxious ventures which our general 
corporation laws encourage.*'* 

In this corporation tax denominated the *' franchise tax" we 
find the only instance in New England of the policy of securing 
revenue from what is sometimes termed the *' chartering business," 
namely, the creating of corporations for the purpose of deriving 
charter fees and an annual tax from the corporation so chartered. 
This plan resembles the New Jersey law and is doubtless adopted 
therefrom, as it did not find its way into Maine until the year 1901, 
after it was fully developed in New Jersey and in several other 
States following New Jersey's lead. It is true that the amoimt 
received from this tax is small when compared with the revenue 

» Report, p. 64. 

b Referring to this subject, the commission of 1908, at page 40 of its report, says: 
"As to the advisability of granting charters to 'this class of corporations it is not 
within our province to discuss." 
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from a similar system in New Jersey, or when compared with 
the revenue received from the tax on receipts. This may be due 
to the results of competition among a few of the States for this 
class of revenue. Maine has adopted a very low rate, presumably 
with the intention of inducing corporations to organize there. 
Although the rate was doubled in 1907, it is still nominal. That 
the low rate is the principal cause of the small returns is apparent 
from the fact that nearly 7,000 corporations have incorporated 
under the Maine law, and are therefore paying this tax. Each 
legislattu*e passes an act to ** suspend" the charters of corpora- 
tions that have not paid this tax.* The average annual tax of 
each corporation is estimated at $20, whereas the average in New 
Jersey is estimated at $286. The entire sum realized imder this 
tax in Maine in 1908 — ^$156,955 — is less than is paid by a score of 
New Jersey corporations. 

The treasurer's report for 1908 shows that there was received 
from organization fees in that year but $77,632.50, whereas in 
1906 the amoimt was $153,355. 'This great decrease is doubtless 
due to the increase in the rate of this tax in 1907, which drove this 
class of chartering business to other States having a similar policy 
but lower rates. The total revenue to the State from the char- 
tering business — tax and fees — in 1907 was $281,097.50. 

Stockholders and Bondholders. 

Referring to several classes of corporations whose shares are not 
taxed to the holders, while all bonds are so taxed, the tax com- 
mission of 1908 conclude: 

** We do not see the justice of the principle involved in such a theory of 
taxation. We think it is *' unjust and inequitable*' to exempt from taxa- 
tion a class of securities yielding a large annual return and to tax another 
class in the same corporation yielding a smaller income. It would seem 
that if either class is to be taxed it should be the one yielding the larger 
returns.'** 

They recommend the exemption of securities of such Maine cor- 
porations as pay a tax based on their full value, in order to avoid 
double taxation. The report comments upon the inconsistency 
of taxmg in the hands of the holder the shares of stock in express 
and car companies, while at the same time exempting from taxation 
the shares in railroad, street-railway, telegraph, and telephone 
companies.*' 



«See Public Laws, 1907, chap. 109. 
ft Tax Commission Report, 1908, p. 46. 
clbid., p. 30. 
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The same apparent inconsistency exists in the tax systems of 
other States. It is doubtless based on the fact, as for instance in 
Maine, that none of the state tax on express and car companies is 
distributed to the towns. The argument, accordingly, is that there- 
fore the towns should be allowed to tax stock to stockholders resi- 
dent there. Otherwise the town would, by the state tax, lose a 
considerable source of revenue. On the other hand, a part of the 
state tax on railroad, street-railway, and transmission companies 
is distributed to the towns, and the same reason therefore does 
not apply in the case of the latter corporations. 

The holders of shares of foreign corporations are liable to tax- 
ation thereon as personal property, but it is doubtful if much 
revenue is collected from this soiu"ce.. The tax commission rec- 
ommend levying a small annual tax on foreign corporations,* prob- 
ably following the law on this subject in Massachusetts.* 

Bibliography. 

The following is a list of the more important publications, in 
addition to the constitution, the statutes, and court reports, of 
value in the study of corporate taxation in Maine: 

Report of Tax Commission (1890). 
Report of Tax Commission (1908). 
Report, Board of State Assessors (1908), 
Report, State Treasurer (1907). 

« Report of Tax Commission, 1908, p. 40. &See p. 97, infra. 



NEW HAMPSHIRE. 

I. GENERAL VIEW, 
Chief Features. 

Corporate taxation generally is very largely based on real and 
personal property. This is due chiefly to constitutional restric- 
tions and the court construction thereof. 

Transportation and transmission corporations are taxed by a 
state board on the assessed value of their property, in which the 
the value of their franchises may be a factor. 

General Corporations — Local Tax on Property. 

General business corporations, domestic and foreign (not includ- 
ing transportation, transmission, and financial companies), are 
taxed on their real and personal property locally for local and state 
ptuposes in the same manner as individuals. 

Transportation and Transmission Companies — State Tax on Prop- 
erty. 

Steam and street railroad companies are taxed on all their prop- 
erty used in their ordinary business, including franchise, by the 
State, for state and local ptuposes. Telegraph, telephone, express, 
and car companies are taxed on such property by the State for 
state piu^poses only. 

These taxes are administered by the State Board of EquaUza- 
tion. 

The real estate of these several classes of corporations, not used 
in their ordinary business, is taxed locally for local and state 
purposes. 

Stockholders and Bondholders. 

Shares of stock and bonds of domestic and foreign corporations 
(except stock of railroad, street-railway, telegraph, and telephone 
companies doing business in New Hampshire) are taxed to the 
holders as personal property. Whenever the property or the 
stock of a domestic or foreign corporation, however, is taxed to 
the corporation, whether in New Hampshire or elsewhere, the 
shares are exempt to the holder. Under this exemption the 
practical result is that shares of stock are not taxed to th^ 
holder, as hereinafter described. 

49 
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Foreign Corporations. 

There is no difference whatever between the taxation of domestic 
and foreign corporations except in the case of certain financial 
companies subject to retaliatory taxation, and banks. 

Administration. 

The whole state administration of the assessment and levy of 
corporate taxes, in the case of railroad, sleeping, dining, and parlor 
car, telegraph, telephone, and express companies, is in the hands 
of one central body, the State Board of Equalization. The board 
consists of five members appointed by the Supreme Court and 
commissioned by the Governor.^ 

II. DETAILS AS TO THE CONSTITUTION AND THE 

STATUTES, 

Constitution. 

"Every member of the community has a right to be protected by it in 
the enjoyment of his life, liberty, and property. He is therefore bound 
to contribute his share in the expense of such protection." ^ 

**Full power and authority are hereby given and granted to the said 
general court * * * to impose and levy proportional and reasonable 
assessments, rates, and taxes upon all the inhabitants of, and residents 

within, the said State, and upon all estates within the same."*' 

> ' ' ■ ■ — ■ — ■ 

o Sources of revenue in New Hampshire: 

Towns. — (a) The greater part of the revenue of the towns is derived from a direct 
tax upon property and polls ; (6) they also receive a share of the taxes paid to the 
:State by [railroads and by certain insurance companies and banks, and aU of that 
paid by building and loan associations; (c) certain business licenses; (d) fines and 
penalties. 

/[bounties. — (a) The revenue of the county is derived from the towns, which levy 
it upon property and polls; (6) fines and penalties; (c) fees. 

State. — (o) A certain amount is assessed by the State directly upon the towns, and 
is by them levied upon property and polls; (6) the taxes levied directly upon vari- 
ous corporations, as hereinafter explained; (c) legacy and succession tax; {d) fees; 
(e) fines and forfeitures. 

& Bill of Rights, art. 12. 

" The idea of proportional and reasonable or just and equal taxation is founded on 
the declaration in the bill of rights, that every member of the community is bound to 
contribute his share in the expense necessary to the protection of his property. This 
proportion is wholly destroyed by fixing a tax upon value on one kind of prop)erty 
and a tax on gross receipts upon another/' and a tax upon the gross receipts of 
express companies was held unconstitutional. State v. U. S. & C. Express Co., 60 
N. H., 219, 245 (1880). 

c Constitution, Part II, art. 5. 

A tax on gross receipts of express companies was held unconstitutional as not being 
proportional. State v, U. S. & C. Express Co., supra. 



NEW HAMPSHIRE. 51 

The constitution of the State authorizes taxation upon polls, 
estates,^ and other classes of property, including franchises and 
property passing by will and inheritance, and directs the taking 
of a valuation of estates once every five years at least, and as 
much of tener as the legislature may require. 

Statutes. * 
General Property Tax/ 

** Taxable property of corporations and property taxable to corpora- 
tions shall be taxed to the corporation by its corporate name in the 
town in which it is located, except where other provision is made.'*^ 

The general property tax is the only one levied on manufac- 
turing, mercantile, electric light, power, and gas companies, 
the property in the State of such corporations, domestic and for- 
eign, being taxed by the towns like that of individuals. More- 
over, property is the basis of the tax (administered by the State) 
on steam and street railroads, and express, car, telegraph, and tele- 
phone companies. 

Only such property is taxed as is expressly enumerated in the 
statutes." Property subject to the general property tax is as 
follows : 

" Real estate, whether improved or tmimproved, and whether 
owned by residents or others;'*^ '* lands, tenements, and heredit- 
aments, and all rights thereto and interests therein;'*^ **build- 

« Constitution, Part II, art. 6. 

Prior to 1903 "polls and estates" only were taxable. The words " other classes 
of property, including franchises and property when passing by will or inheritance" 
were added in 1903. As it had been held, in Robinson v. Dover, 59 N. H., 521, 527 
(1880), that a corporate franchise is property and taxable at its full value, the addi- 
tion of "franchises" was not important. 

A statute taxing express companies 2 per cent upon gross receipts or $5 per mile 
was held to be in no sense a tax on property or on polls or estates and was, there- 
fore, unconstitutional. State 2;. U. S. & C. Express Co., 60 N. H., 219, 244 (1880). 

b The "Pub. Stats." herein referred to are "The Public Statutes and Session Laws 
of New Hampshire, in force January i, 1901." 

The statutes since then have been consulted. April 21, 1909, the chairman of the 
New Hampshire Tax Commission (1908) wrote that the 1909 legislature had passed 
no important tax legislation. 

cSee discussion of the "Difficulties in applying the property tax to corporations" 
in "Comments," p. 62 et seq., infra. 

^ Pub. Stats., chap. 56, sec. 9. 

e "The system of taxation in New Hampshire differs from the systems in. all other 
States in this important particular that only such property as is expressly enumerated 
in the statutes is here taxable, while in other States all property is declared to be 
taxable unless expressly exempted by law." Report of Tax Commission, 1908, p. 6. 

/ Pub. Stats., chap. 55, sec. 2. 

Pibid., chap. 2, sec. 21. 

79349—09 5 
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ings, mills, carding machines, factory buildings and machinery, 
wharves, ferries, toll bridges, locks and canals, and aqueducts 
any portion of the water of which is sold or rented for pay/'* 

Tangible personal property, including stock in trade (reckoning 
the same at the average value thereof for the year), and raw 
materials and manufactures, certain vessels, and certain vehicles 
and live stock. ^ 

Intangible personal property,*' including public and all other 
bonds** not exempt from taxation by the laws of the United 
States; stock in domestic or foreign corporations whose property 
or shares of stock are not taxed otherwise,* either within or with- 
out the State, money on hand or at interest more than the owner 
pays interest for, ^ and money deposited in any bank other than a 
savings bank within this State, or loaned on any mortgage, etc.^ 

Stockholders and Bondholders. 

Shares of stock are taxed locally to the holders except where 
the corporation's property is taxed directly or where, with foreign 
companies, the stock or property is taxed in the State where they 
are located.* The taxable value of such shares is reduced in pro- 
portion as the property of the corporation is otherwise locally 
taxed.' 

fl Pub. Stats., chap. 55, sec. 3. 

&Ibid., sec. 7, div. 6. 

Ice cut and stored in New Hampshire by a nonresident ice dealer, awaiting ship- 
ment out of the State at some future time, is taxable in the town where it is stored, 
as stock in trade, notwithstanding it is also taxed in Massachusetts. Winkley v. 
Newton, 67 N. H., 80 (1891). 

cSee under "Comments," p. 64, infra, the discussion on "Intangible personal 
property." 

^ Pub. Stats., chap. 55, sec. 7. 

Municipal bonds may be, and often are, exempted from taxation. Pub. Stats., 
chap. 55, sec. 14; Laws of 1907, chap. 55, sec. i. 

« Shares of stock are rarely if ever taxed to the holders in New Hampshire, the 
presumption being that the property represented by the stock is taxed to the domestic 
corporation, or that the stock of a foreign corporation is taxed in another State. 

/ Money invested in the bonds of a railroad corporation in New Hampshire is tax- 
able as money at interest. Sawyer v. Nashua, 59 N. H., 404 (1879). 

Money invested in national-bank stock is considered as money at interest, and 
indebtedness bearing interest should be deducted from the par value of same, and 
only the excess is subject to taxation. Weston v. Manchester, 62 N. H., 574 (1883); 
Peavey v. Greenfield, 64 N. H., 284 (1886) ; Farmington v. Downing, 67 N. H., 441 (1893). 

9 " Debts may be offset against taxable credits, including national-bank stock, but 
not against tangible property." Report of Tax Commission, 1908, p. 7. 

^ Pub. Stats., chap. 55, sec. 7, divs. 2 and 3. 

*Ibid., chap. 58, sec. i. 

A tax can not be lawfully assessed against the property of a corporation when 
the stock of the corporation is at the same time taxed to its owneirs. Telephone Co. 
V, The State, 63 N. H., 167 (1884); Smith v. Burley, 9 N. H., 423 (1838). 
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The only shares exempted by statute are those of railroad, 
street-railway, telegraph, and telephone companies.* 

In spite of the above provisions stockholders in New Hampshire, 
except holders of bank stock, are never taxed on their holdings, 
the uniform and well-established presumption being that the 
property represented by the stock is taxed directly to the corpo- 
ration in or out of the State, or that the stock of a foreign corpora- 
tion is taxed in the home State. 

Bonds are taxable locally to the holders. ^ 

Manufacturing and Mercantile Corporations. 

** Taxable property of corporations, and property taxable to corpora- 
tions, shall be taxed to the corporation by its corporate name, in the 
town in which it is located, except where other provision is made.*' '^ 

Since no other provision is made for the taxation of domestic 
and foreign manufacturing and mercantile corporations, the section 
just quoted applies to them; that is to say, the property in the 
State of such corporations is subject to the general property tax 
assessed by the towns. 

The assessors make no attempt to tax the franchise or ** cor- 
porate excess" of a manufacturing or mercantile corporation, 
although it is claimed that there is authority therefor.^ 

Towns may by vote exempt from taxation for a term not 
exceeding ten years any manufacturing establishment proposed 
to be erected or put in operation therein, and the capital to be 
used in operatiiig the same, unless such establishment has been 

^Pub. Stats., chap. 64, sec. 12. 

& Ibid., chap. 55, sec. 7, div. i. 

Like other intangible personal property, very few bonds are returned. It has been 
estimated that about $4,000,000 in bonds was returned for taxation in 1908, and 
that about 20 per cent of these was reached by doomage (i. e., appraised by the 
assessor at four times as much as the property would be taxable if truly returned) . See 
under "Comments," in this paper, heading "Intangible personal property," p. 64. 

^ Pub. Stats., chap. 56, sec. 9. 

^ "The difference between the value of tangible property when intelligently handled 
and the value when inert * * * is of value and should be taxed;" but such 
difference " appears to be treated as good cause for abatement rather than something 
having elements of value." Report of Tax Commission, 1908, pp. 142, 143. 

Franchises are property, and may be taken, like other property, for public purposes. 
Piscataqua Bridge v. N. H. Bridge, 7 N. H., 35 (1834); Barber v. Andover, 8 N. H., 
398 (1836) ; Piercer. Somersworth, 10 N. H., 369 (1839) ; Robinson v. Dover, 59 N. H., 
521 (1880). 
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previously exempted from taxation by some town.« Shares of 
stock and bonds of these companies are taxable to the holder as 
personal property. ^ 

Railroads and Street Railways. 

Raikoad corporations, including street railways,* domestic and 
foreign, pay a tax to the State for local and state purposes based 
upon the value of their road, rolling stock, equipments, and fran- 
chise,^ in the State, at a rate as nearly equal as possible to the 
average rate of taxation upon other property throughout the 
State.*' 

^^^^ I ^ ^ ,_^-, , ^, M-^^M-B in ■ ■■■■■■ MM ML! . _ . _ ■ ■■ 

oPub. Stats., chap. 55, sec. 11. 

This is rarely refused by a town to a corporation asking it, and such exemptions 
are naturally responsible for a higher general property rate. See Report of Tax Com- 
mission, 1908, pp. 153, et seq. 

Cases on exemption : 

The right to exefnpt does not involve the right to limit the proportion of tax paid 
by any specific class of property. Wyatt v. Board, 74 N. H,, 552, 562 (1908). 

A vote of exemption to a manufacttuing plant made under a statutory contract of 
tax exemption, valid upon the well-settled construction of the constitution when the 
contract was made, can not be invalidated by a decision holding that construction to 
be erroneous. Op. of Justices, 58 N. H., 623 (1879). 

A general statute of exemption is not a contract, and is repealable. Brewster v. 
Hough, 10 N. H., 138 (1839); Society v. Manchester, 60 N. H., 342 (1880). 

Power is restricted to the exemption of establishments at the time of the vote in 
existence or proposed, and there is no authority for an exemption of all manufactur- 
ing establishments which may be erected in the future. Co. v. Gilford, 62 N. H., 
503 (1883). Such vote is in the nature of a proposition which may be withdrawn or 
rescinded at any time until accepted and acted on by erecting or putting into operation 
such establishment. Ibid., p. 505. 

This section does not confer authority to exempt the same property for a second 
term of ten years. Boody v. Watson, 63 N. H., 320 (1885). 

An exemption under this section of any establishment to be erected by a specified 
company has the effect to exempt the land on which a bmlding is erected for that 
purpose. Franklin Needle Co. v. Franklin, 65 N. H., 177 (1889). 

An electric lighting and power plant is not a "manufacturing establishment" 
within the meaning of this statute. Williams v. Park, 72 N. H., 305 (1903). 

& See p. 52, supra. 

c In the administration of the law, street railways are taxed in the same manner as 
steam railroads. 

d Franchises are properly taken into account in valuing railroad property for pur- 
poses of taxation. Fitchburg R. R. v. Prescott, 47 N. H., 62, 66 (i866). 

Franchises are property, and may be taken, like other property, for public purposes. 
Piscataqua Bridge v. N. H. Bridge, 7 N. H., 35 (1834); Barber v. Andover, 8 N. H., 
398 (1836); Pierce v. Somersworth, 10 N. H., 369 (1839). 

"Road, rolling stock, and equipments" include the franchise, which is to be taxed 
as a part of the property of the corporation. Atlantic and St. Lawrence R. R. v. 
State, 60 N. H., 133, 139 (1880). 

« Pub. Stats., chap. 64, sec. i. 
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Tlaese items of property are valued and assessed and the rate of 
taxation determined by the state board of equalization,* to which 
board the railroads are required to furnish such evidence, in writing, 
as tte board may require upon which to base such tax/ 

Xhe real estate of railroads not used in their ordinary business 
is taxed by the local authorities where situate.*' Any portion of 
the railroad not completed and in operation for ten years preceding 
tlie aimual period fixed for assessment is exempted from taxation.^ 
In every year when the net receipts of a railroad corporation 
exceed the average of lo per cent on its expenditures from the 
beginning of its operations, the excess shall be paid into the state 
treasury.* All expenses connected with the state board of rail- 
road commissioners, including the salaries of the members, are 
borne by the steam and street railroads in proportion to their gross 
receipts. The amoimt payable by each is determined by the State 
Board of Equalization and is collected as are other taxes on rail- 

o Pub. Stats., chap. 64, sec. 4. 

The rent which a raikoad lessee agrees to pay is simply evidence of what the 
actual value of the road is, but it is not binding on the assessors. Railroad v. State, 
60 N. H., 133 (1880). 

The average rate is determined by adding to the total taxes locally assessed in the 
State the taxes on savings bank deposits, on building and loan associations, and on 
domestic insurance companies, and then dividing this total amount by the sum of 
the general property in the State, savings bank, deposits taxable, and building and 
loan associations' capital stock taxable. The rate thus determined is from 20 to 25 
cents less each year than the rate levied on general property: Heldf in Wyatt v. 
Board of Equalization, 74 N. H., 552 (1908), that this method of determining the 
rate is in compliance with the statute. 

& Pub. Stats., chap. 64, sec. 5. 

The tax commission believes that the correct method of valuation for a railroad is 
its earning power. If a method of accounting may be devised whereby the true earn- 
ing power can be disclosed, it will be comparatively easy to determine the value of 
the road. The tax commission maintains that railroad property in New Hampshire 
is greatly undervalued. Report of Tax Commission, 1908, pp, 137-140. 

Money invested in the bonds of a railroad corporation in New Hampshire is taxa- 
ble as money at interest. Sawyer v. Nashua, 59 N. H., 404 (1879). 

cPub. Stats., chap. 55, sec. 6, as amended 1907, chap. 119. 

*' Wood, timber, logs, and lumber owned by a railroad corporation and distributed 
along its line for present use in operating and repairing such road is to be deemed a 
part of the road and to be taxed by the court" (now by the board of equalization), 
"and not by the town." Railroad v. Prescott, 47 N. H., 62 (1866). 

^'Pub. Stats., chap. 64, sec. 2. 

A railroad leased for a term of years may be taxed either to the lessor or lessee. 
Railroad v. State, 60 N. H., 133 (1880). 

«Pub. Stats., chap. 157, sec. 19. 

The meaning of this provision is not clear to those administering the law, and as a 
matter of fact no excess has ever been paid. 
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roads.^ A "street railway" is defined as including all railway 
corporations authorized to lay and use any part of their tracks in 
public highways otherwise than for crossing purposes. * 
Taxes received from railroads are distributed as follows :^ 

1 . One-fourth to the towns in which the railroad is located, to be 
prorated upon the basis of the amoiuit expended by the railroad 
in each town for buildings and right of way, as shown by a return 
from the railroad to the state treasurer. 

2. Of the remainder (three-fourths) each town receives a part 
proportioned to the mmiber of shares held by its residents. The 
selectmen of each town notify the State Treasurer of the names of 
such stockholda's and the number of shares owned by each.** The 
treasurer of each railroad also transmits to the State Treasurer a 
similar list of stockholders by towns.* 

3. Usually an amoimt still remains, represented by the stock 
held outside the State, and this remainder is retained by the State 
for its own use./ 

Shares of stock in railroads and street railways are not taxed 
to the holder.^ Bonds of these companies are taxable to the 
owner.* 

Sleepingi Dining, and Parlor Cars.^ 

The owners or operators of these cars running over railroads in 
the State, if not otherwise taxed in the State, pay an annual tax 
thereon based upon their value at a rate as nearly equal as possi- 
ble to the average rate of taxation upon other property through- 
out the State. The cars are valued and the rate determined by the 
State Board of EquaUzation.^ The cars subject to taxation shall be 
the same proportion of the average number of cars making trips 

^ Pub. Stats., chap. 155, sec. 7. 

^I^aws of 1895, chap. 27, sec. 2; Pub. Stats., p. 528. 

«Pub. Stats., chap. 64, sees. 13-17. 

^Ibid., chap. 57, sec. 2. 

« Ibid., chap. 157, sec. 25. 

/Some of the prominent tax oflBicials in' New Hampshire believe that there should 
be a separation of the state and local revenue; that most of the taxes from public- 
service corporations, especially railroads, should be retained by the State; and that a 
fair distribution would be tp continue to give one-fourth to the towns where the real 
estate and personal property of the railroads are located, but to keep all of the other 
three-fourths in the state treasury. See "Comments," in this paper, p. 64, infra. 

^Pub. Stats., chap. 64, sec. 12. 

*See p. 52, supra. 

» Laws of 1907, chap. 91. 

J The rate is determined in the same manner as that on railroads. (See last para- 
graph of note a, p. 55, supra.) The amount of taxes received from these cars is very 
small. 
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within the State as the number of miles of raihoad track over 
which the same were used in this State b^ars to the number of 
miles of railroad track over which they were used within and with- 
out the State, on regular trips. The owners or operators of such 
cars are required to make annual returns to the State. 

Shares of stock and bonds are taxable to the holder as personal 
property.** 

Express Companies. 

Express companies, domestic and foreign, or persons doing an 
express business in the State are taxed upon property at a rate as 
nearly equal as possible to the average rate of taxation upon other 
property throughout the State, and are assessed by the state board 
of equalization.* 

The board is guided by the ratio which the value of the com- 
pany's property in New Hampshire bears to the entire property 
of the company in and out of the State, determined by the value 
of the capital stock of the company, and by such other evidence 
and rules as are necessary to a true valuation.^ Deduction is made 
for real estate taxed in the State. This tax is for state purposes 
and is in lieu of all other taxes assessed against the company in 
the State, except taxes on real estate.^ 

Shares of stock and bonds in these companies are taxable to 
the owner as personal property. ^ 

Telegraph and Telephone Companies. 

Domestic and foreign telegraph and telephone companies pay 
an annual tax based upon the value of their Unes within the State, 
including poles, wires, instruments, apparatus, office fumitm-e, and 
fixttures of all kinds, at a rate as nearly equal as possible to the 
average rate of taxation upon other property throughout the 

o See p. 52, supra. 

^The rate is determined in the same manner as that on railroads. See last 
paragraph of note a, p. 55. 

c The value of the franchise may be included. Piscataqua Bridge v. N. H. Bridge, 
7 N. H., 35 (1834). 
^ Laws of 1907, chap. 81. ^ 

The present law in its essential provisions follows generally the language of the 
Ohio statute taxing express companies, which statute was sustained by the Supreme 
Court of the United States as not repugnant to the commerce clause of the Consti- 
tution merely because the assessments, while purporting to be on its property within 
the State, are in fact levied on a business which is largely interstate. Adams Ex. Co. 
V. Ohio St. Auditor, 165 U. S., 194 (1897). 
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State. These items of property are valued and the rate determined'' 
by the state board of equalization.* The board files its certifi- 
cate of the amount of taxes due with the state treasurer, who noti- 
fies the parties. Such taxes are in lieu of all taxes upon the stock 
of such corporations.*' 

The real estate of such corporations, not included in the above 
items of property, is taxed by the towns where located. <* 

Shares of stock in telegraph and telephone companies, so 
assessed, are not taxed to the holder. * Bonds in these companies 
are taxable to the holder as personal property./ 

Electric Power and Light Companies. 

*Xands, dams, canals, water power, buildings, structures, machinery, 
dynamos, apparatus, poles, wires, fixtures of all kinds and desriptions 
owned, operated, and employed by any private corporation " (domestic or 
foreign), *' or person not a municipal corporation, in generating, producing, 
supplying, and distributing electric power or light, shall be taxed as real 
estate in the town or towns in which said property or any part of it is 
situated. ''i' 

''If the property described in section i of this act shall be situated in 
or extend into more than one town, said property shall be taxed in each 
town according to the value of that part and proportion of the same 
lying within its limits."* 



«The rate is determined in the same manner as that on railroads. See last 
paragraph of note a p. 55, supra. 

&The property of telegraph and telephone companies is generally assessed on a 
capitalization of earnings, this being possible from the reports made to the board of 
equalization. At all events, if there are any earnings they are always considered as 
an item in the valuation of the property. The lack of earnings would not, however, 
prevent any valuation. Suppose^ for instance, a telegraph or telephone company 
owns tangible property worth $100,000, but is not earning anything; nevertheless, 
it would be taxed on this tangible property; and if it is earning a certain percentage, 
this income would be considered by the board of equalization in addition to the tan- 
gible property. The largest telegraph company in New Hampshire — the Western 
Union — ^is taxed on about $90,000 annually. The largest telephone company is the 
New England. There are 15 or 20 small concerns, and although their earnings are 
inquired into by the board of equalization, usually only their tangible property is 
taxed. 

c Pub. Stats., chap. 64, sees. 3, 4, 5, 8, 9, 12. 

^ Ibid., chap. 55, sec. 6, as amended 1907, chap. 119. 

Real estate owned by a telephone company and used in its ordinary business is 
taxable by the state board of equalization in the manner prescribed by Pub. Stats., 
chap. 64, and not by the town in which it is situate. New England Telephone and 
Telegraph Co. v. Manchester, 72 N. H., 166 (1903). 

«Pub. Stats., chap. 64, sec. 12. 

/See p. 52, supra. 

9 I^ws of 1905, chap. 42, sec. i. 

* Ibid., chap. 42, sec. 2. 
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The personal property of these corporations is taxed locally like 
that: of manufacturing and mercantile corporations. ** 

Shares of stock and bonds in these companies are taxable to 
the holder as personal property. * 

Foreign Corporations. 

Xhe property in the State of a foreign corporation and its shares 
of stock and bonds are taxed like similar domestic corporations. 

m. FINANCIAL RESULTS. 

ToTAi^ Stats Rscbipts Classified as to Revenue from Corporations, other 
Spbcial Taxes and Receipts, and General Property Tax, and Showing Por- 
tion OF Corporation Taxes, etc.. Distributed to Cities and Towns, Year 
Bnded August 31, 1908. c 

Total state receipts, all sources $1, 868, 5 16. 39 



Sp^ecial taxes on corporations : 

Railroad companies $467, 5 18. 37 

Express companies 3,121.80 

Telegraph companies i, 943. 60 

Telephone companies 14,344.80 

Parlor and dining car companies 1,634.00 

Insurance companies ^ 84, 676. 7 1 

Savings banks 487,309.99 

Building and loan associations 151.81 

Charter fees « 25. 00 

Total state receipts from corporations i, 060, 726. 08 

Less portion distributed to cities and towns: 

Railroad tax 276, 897. 62 

Insurance tax 10, 152.59 

Savings bank tax 446, 872. 57 

Savings bank tax to literary fund 40, 437 . 42 

Building and loan association tax 151. 81 

Total corporation taxes distributed to cities and towns 774, 512.01 

State's share of corporation taxes 286, 2 14. 07 

Other special taxes and receipts t 

Legacy and succession tax 80, 469. 42 

State hospital loan 150, 000. 00 

Interest receipts 31, 852. 12 

« Pub. Stats., chap. 56, sec. 9. 

ft See p. 52, supra. 

« Report of State Treasurer for fiscal year ended August 31, 1908. 

<i $2,000 of this amount is paid to the fireman's relief fund. The total here given 
includes $14,572.75 of fees collected by the commissioner of insurance. 

« Small amount due to fact that legislature was not in session. Most of such fees 
come from specially chartered companies. In 1907 the amount was $2,732.50. 
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Other special taxes and receipts — Continued. / 

Receipts from United States (for soldiers* home).. $7, 708. 33 

Unclaimed savings bank deposits 13, 280. 84 

License fees, fines, escheats, etc 24,479. 60 

Total special taxes and receipts not from corporations $307, 790. 31 

Total special taxes and receipts for state purposes 594, 004. 38 

State's share of general property tax o 500, 000. 00 

Less portion returned to cities and towns for school 

purposes 6 -.. 42,207.49 

457.792.51 

Total state revenue for state purposes 1,051, 796. 89 

Total state receipts distributed to cities and towns 816, 719. 50 

Total state receipts, all sources i, 868,516. 39 



Per cent of total state receipts derived from corporations _ 56.77 

Per cent of state revenue for state purposes derived from corporations 27.21 

Per cent of state revenue for state purposes derived from all special taxes and 
receipts - 56. 48 

A new source of revenue in this State is from the legacy and suc- 
cession tax, which has brought the following amounts into the 
state treasury during the periods given: Fiscal year ended May 
31, 1906, $3,276.55; period of fifteen months ended August 31, 
1907, $86,396.53; fiscal year ended August 31, 1908, $80,469.42. 

The State Treasurer "" has called attention to the fact that the 
State has been paying to the towns, for the benefit of school 
fund and high-school tuition, from corporation taxes, the following 
amoimts in excess of the state allotments assessed upon them : 

For the year ended May 31, 1905 $362, 775. 93 

For the year ended May 31, 1906 275,462.47 

For fifteen months ended August 31, 1907 ' 266,402. 15 

For the year ended August 31, 1908 316, 634. 19 

Total I, 221,274. 74 

This statement, he maintains, reduced to its lowest terms, means 
that the State has paid to the towns in the past four years more 
than $1,200,000 in excess of the state tax charged against them, 
while it has been obliged to borrow money to meet its obligations 
and has increased the state debt by $573,129.90. The peculiar 
situation with regard to the division of the collection of the taxes 
between the State and the towns is referred to under " Comments " 
(p. 64, infra). 

« Part of this comes from local taxation of corporations, but it is impossible prac- 
tically to ascertain the amount thus received from corporations. 

&Part of this amount should properly come out of corporation taxes and other 
special taxes, as it is distributed from the general state treasury. 

« Report of State Treasurer, 1907, p. 239; 1908, pp. 330, 331. 
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IV. COMMENTS. 
Historical Review.^ 

In 1842 an act was passed introducing a change of far-reaching 
importance in the method of taxation. By it railroad stock was 
excluded from the general inventory of personal estates, and pro- 
vision was made for the taxation of railroads as a whole by state 
officers. This law established for the taxation of corporations a 
method that has since been followed until the corporation taxes 
form an important part of the state revenue. It has been a mat- 
ter of vast importance to the State that it was thus early recog- 
nized that local assessors, each working in a limited field, are abso- 
lutely incapable of reaching the property of a corporation and 
accurately valuing its entire property from the valuation of sep- 
arate parts. 

Up to 1842 the stock in all corporations was taxable to the 
owners as personal property^ in the towns where they resided. 
The act of 1842 provided that *' every railroad corporation shall 
pay to the state treasurer * * * one per cent on the value 
of that part of its capital stock expended within this State.*'*' 
This tax was to be apportioned as follows: (i) To the several 
towns in which any railroad might be located, one-fourth, each 
town to receive in proportion to the capital stock expended 
therein ; (2) to the several towns in which stock was owned, three- 
fourths of the I per cent paid on the stock owned in such town; 
(3) the remainder for the use of the State. In 1867 the rate of 
taxation was changed by requiring that the capital of every rail- 
road corporation expended in the State should be taxed as near 
as may be at the same rate as other property in the town in which 
the part of the railroad under consideration was located, instead 
of at the imif orm rate of i per cent. ^ Recommendations of the tax 
commission of 1878 were adopted by the legislature, declaring, in 
the case of railroads, that the tax should be laid upon the actual 
value of the road, rolling stock, and equipment, and that the actual 
value and the rate should be determined by the state board of 
equalization. This law was amended in 1881 by requiring every 
railroad to pay an annual tax as near as might be at the rate of 

<»See "A History of Taxation in New Hampshire," by Maurice H. Robinson, in 
Publications of the American Economic Association, August, 1902, p. 112. 
6 I^aws of 1833, p. 98. 
cRev. Stats., 1842, p. 103. 
<*Gen. Stats., 1867, p. 130. 
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taxation of other property in all the towns and cities instead of at 
the rate in the several towns in which the railroad was located." 
"The revenue received from the taxation of railroad corporations 
in New Hampshire/' says Mr. Robinson, "bears striking testimony 
to the efl&ciency of the direct method of taxatiwi of corporate 
property on the corporation itself.*' From 1842 mitil 1878 the 
taxes laid upon, railroad corporations were assessed by the justices 
of the supreme court ;^ and since 1878 by the state board of equal- 
ization. *^ 

The direct taxation by the State of telegraph companies dates 
from 1878, when an act was passed^ providing for a tax of i per 
cent upon the value of the property, including office furniture and 
machinery. The appraisal was to be made by the board of equali- 
zation on the basis of the actual value of the property. This tax 
was to be in lieu of all other taxes. In 1881 the rate was changed 
from I per cent to " an aimual tax as near as may be in proportion 
to the taxation of other property throughout the State."* 

The act of September 15, 1883, provided for the assessment of 
a tax on telephone companies in the same manner as telegraph 
companies. 

Difficulties in Applying the Property Tax to Corporations. 

New Hampshire presents a very uniform application of the 
property tax to corporations. The reason for this is largely con- 
stitutional. Nearly thirty years ago an attempt was made to tax 
express companies upon the basis of gross receipts, but the law was 
adjudged to be repugnant to the constitution. It was believed, 
as a result of the decision in this case,/ that the legislature was 
confined, in legislating upon the subject of taxation, to a propor- 
tional and equal assessment of property, and that the compara- 
tively rapid tendency in many States to use gross receipts as a 
basis for taxing important classes of public-service corporations 
would not extend to New Hampshire. In referring to this diflS- 
culty the tax commission thinks there would be no constitutional 
objection to a statute providing that the amount of income shall 

* Laws of 1 88 1, chap. 53, sec. i. 

6 Rev. Stats., chap. 39, sec. 4; Comp. Stats., chap. 41, sec. 4; Gen. Stats., chap. 
54, sec. 2. 

cGen. Laws, chap. 62, sec. 2; Pub. Stats., chap. 64, sec. 4. 
''Laws of 1878, p. 182. 
« Laws of 1881, p. 471. 
/ See note 6, p. 50, supra. 
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be considered by the taxing body in connection with other evi- 
dence, and that upon consideration of all evidence the true value 
of property producing the income shall be determined.* By pur- 
suing this course the legislature may be able indirectly to reach 
corporations more eflFectually than is possible under the simple 
property tax system. It is claimed that the case of State v. 
Express Company,'' held that there must be, under the constitu- 
tional provision, not only uniformity of rate, but also uniformity 
in mode of assessment, although the state board of equalization 
and even the county and town officers are not required to go into 
details and explain their mode of assessment, and although the 
apparent violation of imiformity in the mode of assessment and 
even in rate as obtains in the taxation of savings-bank deposits, 
insurance premiums, and building and loan associations, has never 
been passed upon by the New Hampshire supreme court. 

Business Corporations Inadequately Taxed. 

Several reasons are assigned by the commission why the prop- 
erty of business corporations in the State is not assessed at full 
value — first, none but experts can approximate its real value; 
second, assessors have no knowledge whether the corporations are 
earning much or little; third, no attention is paid to the franchise, 
for material property alone is considered.^ 

The tax commission of 1908 suggests greater publicity as a rem- 
edy for the undervaluation of property, saying: 

"The practice obtaining in several towns of publishing in pamphlet 
form the town inventory in detail we regard as most excellent. The 
pamphlets are distributed and afford an opportunity to each person to 
study at his leisure the assessment of every piece of property in town. 
If any piece has been overlooked some one will note it and call the atten- 
tion of the selectmen to it. The people whose property has been assessed 
at full value will not hesitate to criticise other assessments. The pub- 
licity given to their work will tend to make assessors more careful in its 
performance."^ 

In theory corporate franchises are to be appraised as part of the 
company's taxable property. Practically, it appears that this is 
perhaps done in the case of railroads, but probably not in the case 
of other corporations. 

o Report of Tax Commission, 1908, p. 148. 
b State V. Express Co., 60 N. H., 219 (1880). 
c Report of Tax Commission, 1908, p. 141. 
<*Ibid., pp. 31, 32. 
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Taxation of Intangible Personal Property. 

The taxation of moneys, net credits, and securities is a pressing 
question in several of the New England States at present. New 
Hampshire, like other States, misses a large fraction of taxable 
securities, moneys, and credits, commonly called intangible per- 
sonalty. It is estimated that about $4,000,000 of this kind of 
property was rettuned in 1908, and that about 20 per cent of that 
was reached by doomage. When the holders of this class of prop- 
erty do return it for taxation a large part, if not all, of the income 
therefrom is taken by the tax. One of the most important sub- 
jects before the New Hampshire legislature in February, 1909, was 
this question of the taxation of intangible personalty. The tax 
commission recommends that money and securities be dropped 
from the taxable list, maintaining that the taxation of ''money at 
interest," which embraces all classes of secm-ities specified in the 
statutes, is double taxation.* 

Some of New Hampshire's public men interested in taxation are 
advocating a low imiform rate on intangible personalty, such as 
obtains in Pennsylvania, Maryland, and Connecticut. The mem- 
bers of the tax commission, however, believe it will be better for 
New Hampshire to meet the situation on the distinct and simple 
grotmd that it is double taxation, and therefore wrong to tax 
securities. They do not recommend a low fixed tax, because they 
regard it as merely a less aggravated form of double taxation, 
and because it is in their opinion unconstitutional.^ 

Separation of Sources of State and Local Revenues. 

The chief feature of the New Hampshire system which dis- 
tinguishes corporate from general taxation is that the tax on 
transmission and transportation corporations is assessed and 
collected by central state authority. The basis of the tax itself, 
property, is imiform both for corporate and for general taxation. 

Under the New Hampshire system, the legislature fixes the 
total amoimt of taxes to be raised for state expenses each year by 
the general property and poll tax, and then apportions to each 
town a certain amount thereof, which is collected from the taxa- 
ble property and polls therein. This amount is transmitted to 
the state treasurer. On the other hand, the State itself collects 
certain corporation taxes and distributes all or part to towns 

where such corporations hold real estate or have their principal 

- I -- • ••-- — •• 

o Report of Tax Commission, 1908, pp. 75, 76. & Ibid., p. 82. 
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place of business, or where their stockholders reside. The State 
thus presents the unusual situation referred to in the treasurer's 
reports above cited, of collecting more revenue for the towns than 
the towns collect for the State. The amount of the state tax 
collected through the towns in the fiscal year ending August 3 1 , 
1908, was $500,000, and the amotmt returned to the various 
towns by the State was $816,634.19.* The State, therefore, paid 
to the towns $316,634.19 more than the amount of the taxes 
raised by all of the towns for the state treasury. The report of 
the tax commission shows that Concord was apportioned a state 
tax of $34,130, and that against this the town was entitled to a 
credit of $102,364.42 from the state treasury, thus leaving a net 
balance paid the town of $68,234.42. The figures for certain 
other towns make a similar showing. 

This tax, collected by the State and paid by it to the towns, is 
largely made up of taxes on real and personal property located in 
the towns and owned by corporations, which property the towns 
do not tax. 

The tax commission calls attention to the fact that the state 
tax collected from the towns of $500,000 furnishes the State with 
about five-ninths of its revenue, and that four-ninths comes from 
the taxes levied on telegraph, telephone, parlor car, express, and 
insurance companies, legacies and successions, certain fees, and a 
portion of the railroad tax represented by nonresident stock. 
Taking the period from May 31, 1905, the state debt has increased 
about $600,000 to meet current expenses, and during the same 
period the State has paid to the towns on accoimt of corporation 
taxes collected by the State more than $1 ,000,000 in excess of the 
state tax levied on them. In view of this situation the commis- 
sion recommends: 

"Separation of state from local taxation as to sources of revenue — this 
is the first step in reform. 

/'Complete separation implies that the State shall collect its revenues 
from sources other than a direct levy on real and personal property of 
individuals, leaving to the counties and cities the exclusive right to tax 
such property for local purposes. 



« These were the items: 

Insurance tax $10,152.59 

Raihcfed tax_>- 276,897.62 

Savings bank tax 446,872.57 

Literaryfund 40,352.11 

School fund 34,207:49 

See also Report of Tax Commission, 1908, p. 38. 



High school tuition __ $8, 000. 00 

Building and loan associa- 

tiontax__ 151. 81 



Total 816,634.19 
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"This will take the burden of direct state taxation off real estate and 
save the owners of real estate about $4,000,000 annually. * * * 

"It establishes at once home rule in matters of local taxation. 

"It abolishes at once any necessity for equalization between counties, 
and cures the evils state equalization fails to reach. 

"The property belonging to the subjects selected for state taxation 
shall, so far as it is reached by the State, whether through its earnings 
or directly, be exempt from local taxation/'" 

Annual ** Franchise Tax." 

The tax commission'' recommends that " corporations organized 
imder the laws of and having no property within this State should 
be required to pay an annual franchise tax equal to one twenty- 
fifth of I per cent of the authorized amount of their capital stock." 

"New Hampshire/' it says, "does not and ought not to enter 
into competition with other States in inducing corporations to 
organize here because of the looseness of its laws. On the other 
hand, if corporations do organize here for the purpose of trans- 
acting business elsewhere, and enjoy a degree of credit due to 
the well-known conservatism of our laws, the State ought to 
receive a sUght annual return.'* 

Organization Fees. 

New Hampshire's corporation laws have possessed peculiar 
features with regard to organization fees. 

In his message of 1895 ^^ Governor Busiel urged a revision of 
the law to meet the needs of modem conditions. The fees for 
domestic corporations were not changed, but the fees for foreign 
corporations entering the State, which had been practically pro- 
hibitory, were considerably lowered. 

At the present time a corporation organized under the general 
law to do business in the State pays only a nominal filing fee. 
Those so organized, but for the purpose of doing business outside 
the State, or having the principal ofiice beyond the borders of 
New Hampshire, pay a charter fee based on the amoiuit of capital 
stock. 

Corporations organized under special acts of the legislature, such 
as railroads, banks, and insurance companies, also pay charter 

a Report of Tax Commission, 1908, p. 45. These recommendations follow closely 
those of the California Tax Commission (1906) and the International Tax Conference 

(1907)- 

& Ibid, p. 152. 

c See Governor's Message, State Reports (1895). 
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fees. As shown on page 59, practically all the revenue from 
charter fees comes from charters granted by special acts of the 
legislature. 

Bibliography. 

The following is a list of the more important pubUcations, in 
addition to the constitution, the statutes, and court reports, of 
value in the study of corporate taxation in New Hampshire : 

Report to the Legislature of New Hampshire of Hon. George Y. 
Sawyer, Chairman of the Board of Commissioners to Revise, Codify, 
and Amend the Tax Laws of the State, and for the £std.blishment' of an 
Equal System of Taxation, 1876. . 

Report of the Tax Commissioners of New Hampshire, 1878. 

Report of the New Hampshire Tax Commission of 1908. (2 vols.) 

Valuation and Taxation of the State of New Hampshire, with Equali- 
zation and Apportionment for the Year 1906. 

Valuation and Taxation of the State of New Hampshire for the Year 
1907. 

Same, 1908. 

Annual Report of the Secretary of State for the Year ended August 

31 » 1907. 
Same, 1908. 

Report of the State Treasurer of the State of New Hampshire for 
Fifteen Months ended August 31, 1907. 

Same for the Fiscal Year ended August 31, 1908. 

A History of Taxation in New Hampshire, by Maurice H. Robinson, 
in PubUcations of the American Economic Association. August, 1902. 

79349—09 ^ 



VERMONT. 

I. GENERAL VIEW. 
Chief Features. 

The chief features of corporate taxation in Vermont are two . 

First. The ** annual license tax" upon capital stock of all cor- 
porations doing business in Vermont. Unincorporated associa- 
tions doing business in Vermont pay this tax upon their assets. 

Second. Transportation and transmission companies (except 
express, which are taxed on mileage, and palace car, which are 
taxed on capital invested in the State) have the option of being 
taxed on property or on gross earnings. They also pay the 
''license tax.*' 

All of the above taxes are for state purposes. 

General Corporation Tax on Capital Stock or ^' Deposit.'' <* 

Domestic corporations and foreign corporations and associations 
doing business in the State pay the ''annual license tax" above 
mentioned. For companies having a capital stock this tax is 
based on the par value thereof, and for those having no capital 
stock this tax is based on assets ("deposit"). It is collected by 
the State for state purposes. 

Railroad, etc., Company Tax — On Property or on Earnings. 

Domestic and foreign railroad, street-railway, telegraph, tele- 
phone, steamboat, and car (not palace car) companies doing 
business in the State are taxed by the State for state ptuposes 
upon property, or, in lieu thereof, on gross earnings. The real 
and personal property used in operating or carrying on the busi- 
ness of the company is not taxed for local purposes. They also 
pay the "license tax." 

Express Company Tax — On Mileage. 

Domestic and foreign express companies are taxed by the State 
for state purposes on the mileage of routes or lines located wholly 
within the State, upon or over which express matter is trans- 
ported between points in Vermont. They also pay the "Ucense 
tax." ' 

oThe Commissioner of State Taxes states that "deposit" means about the same 
as "assets." It is the basis of the "annual license tax" on companies having no 
capital stock for such basis. 

68 
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PalaCe-Car Company Tax — On Capital Invested in State. 

Domestic and foreign sleeping, parlor, dining, or other similar 
car companies (''palace car'* companies), are taxed by the State 
for state purposes upon the amount of capital invested or used 
by the company in the State. They also pay the ''license tax/' 
A railroad owning or operating its own cars and paying the state 
tax on its property, or gross earnings, is exempt from payment 
of this tax. 

Property Tax. 

Real estate of railroads not used in the business, and goods, wares, 
merchandise, stock in trade, and material and machinery used in 
manufacture are taxed to corporations the same as is the property 
of individuals. Property of those corporations which are specially 
taxed is generally exempt unless, under an alternative provision, 
they elect to be taxed upon a property basis. 

Foreign Corporations. 

Foreign corporations in Vermont are generally subject to the 
same provisions of corporate taxation as are similar domestic 
corporations. 

Stockholders and Bondholders. 

The shares of stock in domestic and foreign corporations (except 
railroads, telephone, insurance, surety, steamboat, car, and trans- 
portation companies) are taxed to the holders as personal property. 
In the case of "manufacturing, mercantile, or trading *' compa- 
nies deduction is made for all property taxed to the corporation. 
In the case of "all other corporations'' deduction is made for 
real estate so taxed only. 

Bonds are taxed to the holders as personal property. 

Administration. 

The administration of the law governing the taxation of cor- 
porations is in the hands of the Commissioner of State Taxes, 
appointed biennially by the Governor.^ 

<* Sources of revenue in Vermont: 

Towns. — ^The cities and towns derive their revenues from (a) property and polls; 
(6) occupation taxes and licenses; (c) school taxes. 

Counties. — ^The revenue of the county is derived from (a) property and polls col- 
lected by the towns; (b) business taxes and licenses. 

State. — ^The state revenue is derived from (a) property and polls collected by the 
towns; (6) inheritance tax; (c) corporation taxes; (d) business taxes and licenses; 
(e) fees and fines. 
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n. DETAILS AS TO THE CONSTITUTION AND THB 

STATUTES. 

* 

Constitution. 

The constitution of Vermont contains no passage dealing spe- 
cifically with taxation. It says generally that every member of 
society must contribute his proportion toward the expense of 
protection of life, liberty, and property, and that the purpose of 
a tax ought to appear to the legislature of more service to the 
community than the money would be if not so collected.* 

The constitution requires that in order to pass a bill raising a 
state tax there must be a vote of two-thirds of the repre- 
sentatives. ^ 

Statutes.'^ 
General Property Tax. 

In Vermont corporations have been for the most part classified 
and each class subjected to a special tax, as hereinafter described. 

There are exempted from the general property tax the real 
and personal estate used in operating a railroad, steamboat, car 
or transportation company, or used in carrying on express, tele- 
graph, or telephone business in the State, and the shares of stock in 
domestic telephone, telegraph, steamboat, car and transportation 
companies.^ 

Real estate of railroad corporations, not used in operating their 
roads, is taxed Uke that of individuals.* 

Goods, wares, merchandise, stock in trade, including stock used 
in the business of the mechanic arts and machinery used in manu- 
facture, if belonging to corporations, are taxed as if belonging to 
individuals./ 

Manufacturing establishments, quarries, mines, machinery, and 
buildings necessary for use in the business, machinery put into 
tmoccupied buildings, capital and personal property used in the 

oChap. I, art. 9 (1777). 

^ Chap. 2, sec. 9. 

« Except as otherwise indicated, the rercrences as given herein are to the sections 
of the revision known as "Public Statutes/' which contain the acts up to and 
including 1906. The statutes passed since then have been consulted. The laws of 
the 1908 session of the legislature, which adjourned January 29, 1909, have also 
been included. 

^ Pub. Stats., sec. 797, as amended by Acts of 1908, p. 27. 

«Ibid., sec 527. 

/Ibid., sec. 510. 
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business, if the amount invested exceeds $i,ooo, maybe exempted 
from taxation for a period not exceeding ten years from com- 
mencement of business, provided the town so votes.* 

Stockholders and Bondholders.^ 

Shares of stock in corporations, domestic and foreign, are taxed 
locally to the owner like other personal property, if he resides in 
the State ; "^ and if he is a nonresident the tax is paid locally by 
the corporation and a lien on the stock in favor of the corporation 
is thereupon created.** Deduction is made for all property taxed 
to manufacturing, mercantile, and trading companies in Vermont 
or elsewhere. In taxing stock of other corporations deduction is 
made for real estate taxed in Vermont or elsewhere.* There are 
excepted from the above tax the shares of stock in railroad,* 
domestic "telephone, telegraph, insurance, surety, guaranty, 
steamboat, car (not palace car) and transportation companies.'' / 

Shares of stock, bonds, and other evidences of indebtedness 
belonging to insurance or surety companies are not taxable.^ 

Shares of stock in a foreign corporation, when all the stock of 
such corporation is taxed in the home State, are exempt from 
taxation in the hands of the holder.^ 

Bonds of corporations are taxed in the hands of the holder like 
other personal property.* 

<» Pub. Stats., sec. 499. 

Exemption of such corporations by vote exempts stockholders. Richardson v. St. 
Albans, 72 Vt., i (1899). 

The act held not in contravention of constitution of Vermont, chap. I, art. 9. 
Colton V. Montpelier, 71 Vt., 413 (1899). 

&See "Holders of stock," tmder "Comments," p. 83, infra. 

c Pub. Stats., sec. 515. 

As is usually the case, very little stock is actually reached. The Tax Commissioner 
once made a list of $9,000,000 of stocks, and upon examination it appeared that about 
3 per cent was taxed. The Commission of 1908 recommends that the administration 
of this law be transferred from the local authorities to the State Tax Commission. 
(See Report, p. 28.) 

<*Pub. Stats., sec. 516. 

The Tax Commissioner states that very little value is left to be taxed after the 
deductions are made. 

« Pub. Stats., sec. 520. 

/ Ibid., sec. 797, as amended by Acts of 1908, p. 27. 

Ibid., sec. 496, III. 

For effect of this provision, see p. 83, infra. This exemption is held to extend to 
shares in a Canadian corporation which pays in Canada a tax upon its capital. The 
words " another State ' ' include foreign countries. Foster v. Steven, 63 Vt. , 1 75 ( 1 890) . 

A Pub. Stats.^ sec. 494. 

Corporate bonds are evidently listed as personal property, there being no law with 
spedsd reference to them. 
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Tax on Capital Stock or << Deposit." "^ 

Domestic corporations, foreign corporations doing business in 
the State, and associations and joint stock companies doing busi- 
ness in the State pay what is called an "annual license tax." 
For companies having a capital stock the tax is based on the par 
value. For those having no capital stock the tax is based on 
assets referred to in the statute as *' deposit.'* Because of the 
very general application of this provision it is given in full : 

** Every foreign corporation doing business in this State, and every asso- 
ciation or joint stock company doing business in this State issuing shares 
of stock or dividing its corporate rights or property into shares, and every 
domestic corporation shall, except as hereinafter provided, pay an annual 
license tax to the State. Corporations organized solely for charitable, 
religious, or educational purposes, cemetery associations, and all corpora- 
tions having no capital stock or deposit as hereinafter defined, shall be 
exempt from the payment of the annual license tax.''* 

' ' The word * deposit ' as used in this chapter relative to any tax * * * 
shall include all moneys or securities deposited with or held by savings 
banks, trust companies, savings bank and trust companies, savings insti- 
tutions, building and loan associations, and all mutual or cooperative 
institutions for savings; all assets held by any corporation or association 
engaged in any commercial, manufacturing, or other business,** carried 
on in whole or in part upon the mutual or cooperative plan, or which 
exercises corporate functions in this State; and all assets held by insur- 
ance, surety, or guaranty companies or associations as surplus, or as nec- 
essary reserve under any contract of insurance, suretyship, or guaranty- 
ship."^ 

**A corporation subject to the payment of the annual license tax and 
having capital stock or deposit of fifty thousand dollars or less is hereby 
assessed an annual license tax of ten dollars, and for each fifty thousand 
dollars or fractional part thereof of capital stock or deposit in excess of 
fifty thousand dollars, five dollars. But no annual license tax, except as 
otherwise provided in this chapter, shall exceed fifty dollars.''^ 

oSee "Annual license tax," in "Comments," p. 8i, infra. 

& Pub. Stats., sec. 752. 

A former statute imposing a license upon the business of peddling goods not manu- 
factured in the State was declared unconstitutional as conflicting with the fourteenth 
amendment to the Constitution of the United States. State v. Hoyt, 71 Vt., 59 
(1899). 

cThe Attorney-General of Vermont has held that "other business'' means the 
business for which the corporation or association was organized, which may not be 
for profit. 

<* Pub. Stats., sec. 753. 

The Commissioner of State Taxes states that "deposit" means about the same as 
V assets." It is the basis of the " annual license tax " on companies having no capital 
stock for such basis. 

« Pub. Stats., sec. 754. 

A corporation in the hands of a receiver and doing no business is free from pay- 
ment of annual license or franchise tax. State v. Bradford Savings Bank, 71 Vt., 
234 (1899). The distinction between a franchise tax and property tax is elaborated 
in State v. Franklin County Savings Bank, 74 Vt., 246 (1902). 
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Manufacturing and Mercantile Corporations. 

These companies are subject to the " annual license tax/' above 
given, for state pin-poses, and their real and personal property is 
taxed in the towns where situated.* 

Shares of stock in these companies less the value of all property- 
taxed to the corporation are, in theory, taxed to the owner ;^ 
bonds are also taxable.*' 

Railroads.^ 

Corporations or persons owning and operating steam raihroads 
may elect to pay either a tax based upon property or one based 
upon earnings, either tax being collected by the State for state 
purposes. The annual return* to the commissioner of state taxes 
gives the gross and net earnings of the road; and if any portion 
of such road is without the State the return gives the amount of 
the gross and net eammgs per mile of such road, the length of the 
entire main Ime, and the number of miles within the State, a com- 
plete schedule of its physical properties, and the number of miles 
of spur and side tracks, the amount and value of its capital stock, 
and a full statement of financial condition. The commissioner 
may require such further statement from the company as he may 
deem necessary./ The commissioner biennially appraises such 
railroad property at its fair and just value, including the corporate 
franchise; and a tax of i per cent per annum, payable semian- 
nually, is assessed upon such appraised value.^^ 

Instead of the above tax on appraised value, the company may 
pay on gross earnings as follows: Two and one-half per cent on 
such part of the gross earnings derived from all soiu-ces as does 
not exceed $2,000 per mile of the roadbed located wholly within 
the State; 2% per cent of such part of such gross earnings as 
exceeds $2,000 and does not exceed $2,500 per mile, the rate 
increasing progressively one-quarter of i per cent on each addi- 
tional incremtot of $500 per mile up to $4,500 per mile; and 4 per 

III! I. . I I l_ J Ml ■ I Ml I ■■■ I ■ -— ri- MTI ■■ ^BIB^I^^B^^I B^ M"^ ir ■' ' 11^ I ■■■! I I I' T "M^^M 

o Pub. Stats., sees. 503, 510, 752. 

& Ibid., sees. 515, 520. 

«Seep. 71, supra 

«*See "Railroads," in "Comments," p. 83, infra. 

« This law was drawn to fit the return required of railroads by the Interstate Com- 
merce Commission. (State Tax Commissioner.) 

/ Pub. Stats., sec. 705. 

Ibid., sees. 706 to 720. 

The valuation of the ''property and franchise" does not include real estate not 
used in the railroad business, water-power, electric-light, or gas plants. Acts of 
1908, p. 24. 
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cent of such part of the gross earnings as exceeds $4,500 per mile.* 
Practically all railroads elect the gross-earnings tax, as it amovints 
to less than would the tax based on property. 

**When a railroad is operated in this State by a corporation or 
person under a lease or other contract, such taxes or payments 
on gross receipts shall be paid by the lessee or holder of such 
contract and be charged against and deducted from any payment 
due or to become due tmder such lease or contract, imless it is 
otherwise expressly stipulated'' in such lease or contract. The 
corporation or person that ultimately pays such tax shall be the 
party who may elect on which basis payment shall be made. ^ 

Shares of stock in such corporations are exempt from taxation 
to the holder;*' bonds are taxable.** 

Street Railroads. 

** Electric " railroads are subject to the same laws of taxation as 
steam railroads, but a rebate of 90 per cent of the tax is allowed 

o Pub. Stats., sees. 714 to 717. 

A former statute (Acts of 1882, No. i, sec. 11) which exacted from raib-oads a tax 
upon their gross earnings, or such fraction of the gross earnings as represented the 
fraction of mileage within the State, was adjudged unconstitutional in so far as it 
taxed the gross earnings upon interstate business. Vermont and Canada 'ECy, Co. v. 
Vermont Central Ry. Co., 63 Vt., i (1890). The opinion followed Philadelphia 
Steamship Co. v. Pennsylvania, 122 U. S., 326 (1887). 

In a suit brought by the State to collect the tax on a semiannual return of gross 
earnings it Was held by the supreme court of the iState that the tax should be on the 
gross earnings for the fiscal year, but might be collected semiannually. State v. 
Rutland R. Co., 71 Atl., 197 (1908). 

In computing the tax on gross earnings of a railroad, income derived from furnish- 
ing gas, electricity, or power, or rent of property not used in the railroad business 
may be deducted, provided the accounts of the company are kept in such manner as 
to enable the tax commissioner to separate the earnings from such sources. Acts of 
1908, p. 24. 

&Pub. Stats., sec. 718. 

A statute requiring a lessee of a railroad to pay the taxes, and, in the absence of 
contract otherwise, to deduct this payment from sums due or to become due to the 
lessor, is held not to impair the obligation of a contract, for all contracts are made 
with a knowledge that the State has the right to tax the fruits of the contract and 
to adopt such mode of collection as may seem appropriate. Vermont and Canada 
Ry. Co. V, Vermont Central Ry. Co., 63 Vt., i (1890). 

Under this statute a railway which operates a whole system, of a part of which it 
is a lessee, can not treat its whole system as an entity, and apportion the tax according 
to mileage; and it can charge up against the leased part no larger sum than would 
have been due from such part if a tax upon such part had been computed upon its 
own earnings. Vermont and Canada Ry. Co. v. Vermont Central Ry. Co., 65 Vt., 
366 (1892). 

cPub. Stats., sees. 515, 797. 

<^Seep. 71^ supra. 
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for five years from commencement of operations for public traffic 
on roads built since February i, 1907.* 

Palace Cars. 

Corporations owning or operating sleeping, parlor, or dining 
cars for which extra compensation is charged for riding therein 
pay to the State an annual franchise tax equal to seven-tenths of 
I per cent of the capital invested or used by such corporation in 
the State, which, for the purposes of this act, is deemed to be that 
portion of the entire capital invested or used in operating such 
cars which the number of miles of all railroads within the State on 
which such cars have been operated during such year bears to 
the total number of miles of all railroads within and without this 
State on which such cars have been operated during such year. ^ 

The value of the capital invested is determined by the Com- 
missioner of State Taxes on return made by the company showing 
par value of capital stock; amount of surplus, undivided profits, 
or deferred dividends set aside on accoimt of such capital stock ; 
number of miles of railroad within and without the State over 
which cars have been operated during such year, and such other 
facts as the commissioner deems necessary.*' 

A railroad company owning or operating its own palace cars 
and paying the state railroad tax is exempt from payment of this 
tax. 

Shares of stock in palace-car companies are taxed to the holder 
the same as other personal property.^ 

Steamboaty Car, and Transportation Companies. 

A domestic steamboat, car (not palace car) or transportation 
company annually makes return to the Commissioner of State 
Taxes of the gross and net earnings, the description and value of 
real and personal estate, its equipment, amount, and the par and 
actual value of its capital stock, its funded and floating debts, its 
bonds seciu-ed by mortgage on the property of such corporation, 

^Pub. Stats., sec. 719. 

^ Ibid., sees. 726 to 730. 

This provision resembles the exaction upheld in Pullman's Palace Car Co. v, Penn- 
sylvania, 141 U. S., 18 (1891). 

^ The Tax Commissioner ascertains entire amount invested by company in sleeping 
and parlor car business, the total mileage, the mileage within the State; he then 
arrives at the last term of the proportion. He refers to this as the " Pennsylvania 
system." 

^ Pub. Stats., sec. 515. 
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the market value of its stock and bonds, and the amount of 
dividends, interest, or indebtedness paid, also all stock, bonds, 
securities, and surplus held by the company. 

The Commissioner of State Taxes biennially appraises the rights, 
property, and corporate franchise of such company at its fair and 
just value; and a tax of i per cent is assessed on such appraised 
value; or in lieu thereof the company may pay 2 J per cent of the 
entire gross earnings.® 

Shares of stock in these corporations are exempt from taxation 
to the holder;^ their bonds are so taxable.^ 

Express Companies. 

A corporation or person transporting express matter for hire 
from a point in the State to another point therein is required to 
pay an annual tax of '$8 for every mile of the routes or lines within 
the State over which express matter was transported for hire 
during the fiscal year.^ 

Express companies, at the time of payment of the *' annual 
license tax,'' are required to furnish the state treasurer an approved 
bond conditioned that all taxes assessed by the State for the 
year next ensuing will be paid according to- law. « 

Shares of stock and bonds in these companies are taxed to the 
owner as other personal property./ 

Telegraph Companies. 

A corporation or person owning or operating a telegraph line 
within the State pays an annual tax to the State assessed at the 
rate of 60 cents per mile of poles and one line of wire, and 40 cents 
for each additional wire owned or operated within the State. In 
lieu of such tax the company may pay a tax of 3 per cent on the 
entire gross earnings collected within the State.^ 

Shares of stock and bonds in these companies are taxed to the 
owner as personal property./ 

a Pub. Stats., sees. 721-725. 
6 Ibid., sec. 797. 
cSee p. 71, supra. 
^ Pub. Stats., sec. 731. 
« Ibid., sec. 732. 
/Ibid., sec. 515. 
See p. 71, supra. 
ff Pub. Stats., sees. 734-736. 

The companies are divided about equally in the method of paying taxes, some 
preferring to pay the tax per mile and others the gross-earnings tax. 
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Telephone Companies. 

A corporation or person owning or operating a telephone line 
^within the State is required to pay an annual tax to the State 
assessed at the rate of 40 cents each upon the average number of 
telephonic transmitters in use within the State, and at the rate of 
30 cents per mile upon the average mileage of all telephone wires 
in use within the State, or in lieu thereof 3 per cent of the entire 
gross earnings collected within the State." 

Shares of stock in these companies are exempt from taxation to 
the holder;'' their bonds are so taxable. 

III. FINANCIAL RESULTS. 

Vermont is the only State in New England which has so com- 
pletely separated the sources of state and local revenues that the 
expenses of the State are entirely met by special taxation of cor- 
porations, inheritances, fees, etc. Referring to this the tax com- 
mission says : 

"Vermont has, in the main, relied for its revenue, both for state and 
local purposes, upon a general property tax, although in recent years 
corporation taxes and fees have practically supported the administration 
of the state government.'' ^ 

ToTAi^ State Receipts "Classified as to Revenue from Corporations, Other 
SpeciaIv Taxes and Receipts, and Generai^ Property Tax, and Showing 
Portion of State Receipts Distributed to Towns, Year ended June 30, 
i9o8.<* 

Total state receipts, all sources ' __ $1, 852,437. 58 

Sp>ecial taxes on corporations: 

Charter tax and fees < $4, 360. 00 

Annual license tax__ 29,078.36 

Savings banks and trust companies / 404, 05 1 . 30 

Railroad companies-. 237, 970. 19 

Other transportation companies 6, 552.31 

Express companies 9 17,127.12 

oPub. Stats., sees. 737-739. 

"Entire gross earnings collected within the State*' doubtless includes interstate 
business, but under this optional plan the question can not be raised. 

& Ibid., sec. 797. 

See p. 71, supra. 

c Report of Commission on Taxation, 1908, p. 12. 

"* State Treasurer's Report, July i, 1908. 

« Includes $4,015 charter fees for incorporations under general law, and $345 charter 
tax from corporations organized after February i, 1908. 

/Includes $1,571.54 expenses of bank commissioner paid by savings banks and 
trust companies. 

ff Includes 1906 and 1907 tax, which the companies at first refused to pay but after- 
wards compromised. 
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Special taxes on corporations — Continued. 

Telephone and telegraph companies $20, 58 1 . 60 

Insurance companies^ , 118, 280. 97 

Building and loan associations 129.40 

National banks 6 40, 810. 72 

Total state receipts from corporations $878, 94 1 . 97 

Other special taxes and receipts: 

Collateral inheritance tax 68, 025. 29 

Court fees, fines, costs, etc 104,979.44 

Liquor-license fees 50, 200. 02 

Income from state institutions 61, 376. 06 

Income from permanent school fund 53»i55-67 

United States aid to soldiers' home and agricultural 

college 37,450.00 

Temporary loans 175, 000. 00 

Sundry fees, licenses, interest, etc 156, 282. 74 

Total special taxes and receipts not from corpora- 
tions 706, 469. 2 2 

Less amount distributed to towns from income of per- 
manent school fund 44,960.45 

661, 508. 77 

Total special taxes and receipts for state purposes i, 540, 450. 74 

State's share of general property tax c 267, 026. 39 

Less amount distributed to towns for schools and high- 
ways <^ 250,375.30 

16,651.09 

Total state revenue for state purposes i, 557, loi. 83 

Total state receipts distributed to towns 295, 335. 75 

Total state receipts, all sources 1*852,437.58 

Per cent of total state receipts derived from corporations - 47. 45 

Per cent of total state revenue for state purposes derived from cor- 
porations 56. 45 

Per cent of total state revenue for state purposes derived from all 
special taxes and receipts 98.93 

o Includes $10,237.30 fees collected from foreign companies by the insurance com- 
missioners. 

& Seven dollars per $1,000 of deposits bearing over 2 per cent interest. 

c State school tax $162,020.90, and state highway tax $105,005.49. 

d Amount distributed from state school tax, $152,064.35; from state highway tax, 
$98,310.95. 
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IV. COMMENTS. 

Increasing Revenue from Corporations. 

The state income from corporation taxes has materially in- 
creased, the gain being much greater the last biennial term than 
in former terms, as appears by the following summaries : 



Biennially — 



1899 and 1900. 
1 90 1 and 1902. 
1903 and 1904. 
1905 and 1906. 
1907 and i9o8_ 



Total taxes, a 



$881,622.36 
1,051,017.64 
1,205,517.76 

1,363,752.79 
1,697,886.77 



Increase. 



$98, I47-.54 
169,395.28 
154,500. 12 
158,235.03 

^334, 133- 98 



o Includes collateral inheritance tax; but the amount is not important. (Report of Commissioner 
of State Taxes, 1907-8, p. 3.) 

6 This larse increase is due to the increased rates of taxation on railroads, express, telegraph 
telephone, steamboat, and transix>rtation companies. (Report of Tax Commissioner, 1908, p. 4.) 

The largest item received by the State is the tax on savings 
banks and trust companies, amounting to approximately $400,000. 
While it is unusual to find so large a proportion of a state's income 
derived from this source, it has been pointed out that the tax 
amounts, in fact, to but $7 per $1,000, whereas, if the funds were 
taken out of savings banks and invested in property, the tax 
would be between $16 and $17 a thousand. It is stated that the 
banks of Vermont have proven to be very attractive depositories 
both for her own people and those of nearby States.** 

Under the Vermont system there is no distribution of the tax 
collected by the State, under special corporation tax laws, to the 
towns. The argument in favor of this distribution by the State, 
namely, that if the towns are not permitted to share in this revenue, 
the property on which it is collected being taken away from the 
localities for the purposes of taxation, they thereby fixjd their basis 
of taxation reduced, has not proven true in Vermont. From time 
to time, as statutes have taken subjects of taxation away from 
the towns and placed them under the State Tax Commissioner, there 
has been no apparent falling off in the amount of property reached 
by the towns. This is due to the fact that the centralized admin- 



o Report of Tax Commissioner, 1907-8, p. 16. 
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istration of the State has been able to secure revenue which the 
towns had failed to reach. Referring to the tax on bank deposits, 
the tax commissioner says: 

'^Whenever the State, by its legislation, has enlarged the amount of 
bank deposits exempt from local taxation, the amomit of such deposits 
has been increased without decreasing to any appreciable extent the 
amount of personal property set in the grand list."' 

Vermont System. 

Referring to the Vermont system of taxation generally, the Tax 
Commission says: 

' ' The listers of each town appraise property at its value and set the same 
in the grand list at one per cent of the appraisal. Polls are set in the grand 
list at two dollars. The grand list is composed of these two items. State 
and municipal taxes are assessed on this grand list. State school and state 
highway taxes are annually paid by each town to the state treasurer and 
are redistributed in a manner that is intended to reUeve to some extent 
the tax burdens of the poorer towns. Public-utility corporations, insur- 
ance companies, and savings batiks and similar institutions are subject 
only to the pa)rment of taxes and fees to the State. For the past few 
years sufficient revenue has accrued to the State from these sources so 
that no direct state tax has been levied, excepting the school and high- 
way taxes just mentioned. This results in a practical separation of the 
sources of state and municipal revenues." * 

The character of corporations in Vermont contributing this 
revenue, as distinguished from those in certain other States, is 
noteworthy. In Vermont they are the corporations carrying on 
business within the State, whether foreign or domestic, and there- 
fore are peculiarly appropriate sources of revenue to the State, 
while in a number of other States getting large revenues from cor- 
porations, the corporations contributing it are drawn there solely 
because of lax laws made for the pmpose of deriving revenues 
from the incorporating business. In the one case the revenue is 
from taxation of subject-matter within the State, and in the other 
it is a license fee from the State to do business anywhere, usually 
outside the State collecting the charge. 

Historical. 

The charter of the Bank of Burlington, issued in 1818, provided 
for the payment of a tax of 6 per cent on its profits. This was one 
of the first assessments made against a corporation in Vermont. 
In 1825 banks and insurance companies were taxed 6 per cent on 
their profits. A special act in 1829 provided for the taxing of 

o Report of 1907-8, p. 17. 

b Report of Commission on Taxation Vermont, 1908, p. 11. 
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profits of the Connecticut River Canal Company when exceeding 
6 per cent on the capital. 

Shares of stock in bank and insurance companies were first 
taxed to the holder as personal property in 1825, and in 1845 rail- 
road stock was taxed in a similar manner. Stock in trust com- 
panies and other moneyed corporations was taxed the same as 
bank stock in 1869. Manufacturing establishments having a cap- 
ital stock of $1,000 and over were exempted from taxation for 
five years by a law of 1869. 

The first attempt to tax railroad real estate, which included 
roadbed, tracks, and all lands used for railroad purposes, was 
made in 1874. An exemption for eight years was allowed from 
the time regular trains began to run. 

In 1878 began a series of laws on the taxation of corporations, 
culminating in a general law passed in 1882.* Up to this time the 
method had been to tax certain organizations on their profits 
and the shares of stock in the hands of the holders. Now the 
movement was toward taxation of the corporations themselves. 
Savings banks and trust companies were taxed on their total 
deposits and accumulations less the value of their real estate. 
Express and telegraph companies were taxed on their gross 
receipts. The general act of 1882 provided for a State Tax Com- 
missioner and a tax based mainly on the gross receipts of railroad, 
insurance, guaranty, express, telegraph, telephone, steamboat, and 
car transportation companies, savings banks, saving institutions, 
and trust companies. In 1886 the word '* railroads" was held by 
the Tax Commissioner to include street railroads. From that time 
the law on taxation of corporations has remained essentially the 
same, though with some modifications and revisions, ^ although 
the gross-receipts tax on railroads, etc., has been changed inform 
to an optional alternative, in order to avoid conflict with the 
Federal Constitution. (See p. 83, infra.) 

Broad Scope of the ^^Annual License Tax." 

The situation with regard to incorporating in Vermont is unu- 
sual. The general corporation law retains conservative features, 
the effect of which is thus described by the Commissioner of State 
Taxes: 

"Of late there has been a noticeable disposition on the part of investors 
without the State, and to quite an extent within the State, to organize 

o History of Taxation in Vermont, F. A. Wood (1894). 
b Report of Commission on Taxation, 1908, p. 18. 
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corporations designed to operate in Vermont under the laws of Maine, 
because of the more liberal provisions in that State regulating the lia- 
bility of stockholders and directors. The charter fee is thereby lost to 
the State of Vermont and the corporation thus organized begins doing 
business in Vermont freed from the liability of stockholders and directors 
imposed by the Vermont law, with no resulting benefits to our State nor 
any of its citizens, save those who became incorporators in the new cor- 
poration. 

" In my last biennial report it was suggested that our law touching the 
liability of directors and stockholders in Vermont corporations formed by 
voluntary association should be somewhat less stringent and more in 
accord with those of other States. It is believed that the law imposing 
upon directors personal liability for all indebtedness exceeding in amount 
two-thirds of the capital stock is largely responsible for the present state 
of affairs. The statute of Maine imposes no such liability and therefore 
makes its laws attractive to incorporators residing in Vermont. * * * 

'*Our laws therefore discriminate against a Vermont corporation in 
favor of individuals and foreign corporations, and thereby deprive this 
State of the income and prestige which it might and would otherwise 
enjoy. ''** 

The effect of the Vermont laws above referred to is that a large 
number of foreign corporations are doing business in the State. 
In order to reach these foreign corporations for the purpose of 
revenue Vermont has adopted the somewhat rare provision that 
such foreign companies shall pay the tax oi; par value of capital 
stock known as the '* annual license tax." This class of tax is 
elsewhere nearly always confined to domestic companies. The 
Commissioner's report above referred to says that many Vermont 
enterprises are incorporated in Maine. Therefore all such com- 
panies are taxed twice upon the par value of their entire capital 
stock, once in Maine and once in Vermont. If a Maine corpora- 
tion did business in a number of States having this Vermont pro- 
vision, it would pay this tax in each State upon its entire capital 
stock, no matter what portion of the capital stock was employed 
within the State. 

Again, prior to 1902, this ** annual license tax*' applied only to 
companies having capital stock. In that year it was extended to 
all corporations and joint stock associations engaged in any com- 
mercial, manufacttuing, or "other business" carried on in whole 
or in part upon the mutual or cooperative plan or which exercise 
corporate functions in this State. 

The inclusive nature of this "annual license tax" is thus appar- 
ent; in fact it is not too much to say that the scope of this tax is 
the broadest of any single corporation tax in New England, and 
probably in the entire country. 



o Report of Commissioner of State Taxes, 1907-8, pp. 13, 14. 
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Railroads. 

A statute of Vermont taxing railroaas upon their gross earnings 
was declared unconstitutional by the Supreme Court of the United 
States, in so far as the earnings were derived from interstate 
business.** In order to avoid this difficulty the legislature prefixed 
to the tax on earnings a provision for taxing railroads upon a 
property valuation and left the tax on earnings as an alternative 
for the choice of the railroad. The latter tax was made attractive 
by making it lower, and the railroads elect to proceed under it, 
thereby paying less than they would under the property provi- 
sion. The operation of this alternative tax has been extended to 
street-railway, telegraph, telephone, steamboat, and car (not 
palace car) companies. In discussing the legal effect of this 
method of alternative taxation in a suit by the State involving 
other considerations, the Supreme<^ourt of Vermont said that 
" the fact that payment upon the gross earnings was optional did 
not in itself make the payments so made voluntary. * ♦ * 
The payment of the percentage specified was none the less man- 
datory under the optional provision when accepted." ^ The 
framing of a tax law with alternative courses is very unusual. 

Holders of Stock in Foreign Corporations. 

Three of the New England States — New Hampshire, Vermont, 
and Connecticut — specifically exempt from taxation shares of 
stock in foreign corporations when the capital stock is taxed in 
the home State. The practical result is that shares of stock in 
foreign corporations are not taxed to the holders in these three 
States. This unselfish view of the matter is of course for the 
purpose of avoiding double taxation. 

The majority of the commission on taxation (1908) recommend 
the repeal of this Vermont law. In discussing the reasons for 
recommending such repeal, the report says: 

"Practically it operates to exempt about all stock in corporations of 
other States held in Vermont. Less than $1,000,000 of this property 
was listed in 1907. Few holders of stock of this character can answer 
the inventory questions without consulting an attorney and the attor- 
ney could not answer without access to a large public law library. The 
usual and natural result is that taxpayers give themselves the benefit 
of the doubt and list none of their stocks of this character. 

a Vermont and Canada Railroad v. Central Vermont Railroad, 63 Vt., i, (1890), 
and Rutland Railroad v. Central Vermont Railroad, 159 U. S., 630 (1895), being the 
same case before the Supreme Court of the United States. 

estate V, Rutland Ry. Co., 71 Atl., 197 (1908). 

79349—09 7 
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"♦ * ^ ^o tax the sliaics of stock in a fcnrdgn corporation is of 
cottise dooUe taxatkm in a sense, bat it is weD-nigh universal, and, 
tmtil some interstate agreement can be arrived at, unavoidable, unless 
the State is to exercise an altruism ahnost without parallel. We are 
< teilttig faere with a dass of p iopei ty on which two jurisdictions have a 
Intimate daim. For the present we believe there is no better way 
than for both jurisdictions to exercise the right to tax, but to tax at a 
moderate rate." • 

The Massachusetts cofntnissian of 1897 recommended that 
shares of foreign corporations be exempt. In still other New 
England States the topic is now receiving attention. 

Intangible Personal Property. 

The Tax Commission (1908)* refers at length to the failure to 
reach this class of property under the general property tax and 
recommends that it be taxed by the State at a low uniform rate. 
This plan has been adopted in Connecticut, Pennsylvania, and 
Maryland. 

Bibliography. 

The following is a list of the more important publications, in 
addition to the constitution, the statutes, and court reports, of 
value in the study of corporate taxation in Vermont: 

Wood, F. A., History of Taxation in Vermont (vol. 4 of Studies by 
Columbia College in History, Economics, and Public Law). 1894. 
Report of the Commission on Taxation, 1908. 
Report of the Commissioner of State Taxes, 1907-8. 
Report of the State Treasurer, 1907-8. 

<3( Report of Tax Commission, 1908, pp. 66, 67. bibid., p. 56. 



MASSACHUSETTS. 

I. GENERAL VIEW. 
Chief Features. 

Corporations are taxed by the State upon the margin of intan- 
gible value found by deducting the assessed value of tangible 
property taxed locally to the corporation from the market value 
of its capital stock. This is called a tax on "corporate excess" 
and is known as the ''Massachusetts plan.'* 

General Corporation Tax on ** Corporate Excess." 

Domestic corporations and foreign transportation and trans- 
mission corporations doing business in the State are taxed upon a 
basis of "corporate excess" above described. This tax is col- 
lected by the State for state and local purposes. 

General Property Tax. 

Domestic corporations are taxed upon real estate and machinery. 
Foreign corporations are taxed upon real estate, machinery, and 
merchandise. These two items of property tax are collected by 
the cities and towns. 

Stockholders and Bondholders. 

Shares of stock in domestic corporations, or in foreign public- 
service companies paying the "corporate excess " tax, are not tax- 
able to the holder. Shares of stock of foreign corporations (other 
than those foreign public service which pay the " corporate excess *' 
tax) are taxable locally to the holder in the same manner as other 
personal property. Bonds of both foreign and domestic corpora- 
tions are taxable locally to the holders as personal property. This 
tax on shares and bonds is collected by the cities and towns. 

Foreign Corporations — Tax on Capital Stock. 

A foreign transportation or transmission corporation doing busi- 
ness in Massachusetts is taxed upon its corporate excess, as above 
stated. Other foreign corporations pay to the State for state pur- 
poses what is called an "excise tax,'' being a tax upon the par 
value of the capital stock. 

85 
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Administration. 

The administration of corporation taxes is in the hands of the 
Tax Commissioner and Commissioner of Corporations, both offices 
being held by the same individual. He is appointed by the Gov- 
ernor for a term of three years.^ 

11. DETAILS AS TO THE CONSTITUTION AND THE 

STATUTES. 

Constitution. 

The constitution of Massachusetts contains no provision specially 
applicable to the taxation of corporations; but as to taxation in 
general it contains a provision of great consequence, giving to the 
legislattire power as follows : 

** To impose and levy proportional and reasonable assessments, rates, and 
taxes, upon all the inhabitants of, and persons resident, and estates lying, 
within the said Commonwealth; and also to impose and levy reasonable 
duties and excises upon any produce, goods, wares, merchandise, and 
commodities, whatsoever, brought into, produced, manufactured, or being 
within the same."^ 

The above constitutional provision authorizes obviously a prop- 
erty tax which applies to some extent to corporations, and when so 
applicable operates as to corporations in the same manner as in 
the case of individuals. Fiuther, with respect to corporate taxa- 
tion, as distinguished from general taxation, the constitution has 
been held to authorize the Massachusetts system of taxation of 
corporate excess on the theory that this is an excise tax and not 
a property tax, the constitutional authority therefor being traced 
specifically to the power to levy excises upon ** commodities" as 
authorized in the constitutional provision quoted.*' 

» Sources of revenue in Massachusetts: 

Towns. — (a) Direct tax upon poUs and property; (6) share of the taxes upon 
corporations, returned to them by the State, as explained hereinafter. 

Counties.: — ^Taxes levied upon the towns proportionately and by the towns levied 
directly upon property. 

State. — (a) A certain amount is assessed directly upon the town by the legislature 
and is by it levied upon property; (6) the State also retains such part of the corpora- 
tion taxes as is assignable to shares held by nonresidents; (c) misceUaneous sources 
of income from franchise tax on foreign corporations, fines. 

b Chap. I, sec. i, Art. IV. 

c The leading cases are referred to hereinafter under the statute levying the tax 
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Statutes.* 
General Property Tax. 

Domestic corporations are taxed by town and city authorities 
upon their real estate and machinery/ and foreign corporations 
are taxed in the same manner, except that they are taxed upon 
their merchandise as well.*^ All property taxes which are imposed 
upon corporations are assessed and collected in the same manner 
as are the taxes upon all property in the State, and revenue from 
corporate property is a part of the fund from which the town or 
city meets its allotment to the general funds of the county and 
State. ^ 

It will be noticed that the general property provision in Massa- 
chusetts applies to corporations in the case of real estate, but that 
corporations are taxed only upon specific classes of personal 
property. The theory is that the personal property of natural 
citizens alone is taxable, and that the personalty of domestic cor- 
porations is reached in the tax on the capital stock ® (corporate 
excess). When machinery of corporations was made taxable by 
statute, its deduction from the tax on capital stock (corporate 
excess) was required by statute. 

Undergrotmd conduits, wires, and pipes laid in a public street 
by a corporation, except a street-railway company, are assessed 
where laid./ 

■ ri ' iiiii -11 

<»Laws of the legislature in session in the forepart of 1909 are not included, but on 
April 20, 1909, the State Tax Commissioner wrote that no legislation on the taxation 
of corporations had been passed up to that date, and that such legislation had been 
held subject to the passage of a bill (not yet reported to the legislature) codifying 
the laws of taxation. 

^ Machinery employed in manufactures means machinery which has a permanent 
situation and does not apply to a portable sawmill which is standing temporarily in a 
certain town. Ingram v. Cowles, 150 Mass., 155 (1889). 

Machinery to be taxed locally in a mill is not necessarily machinery which has 
been affixed to the land in such a manner as to become a part of the real estate. 
Troy Cotton and Woolen Manufactory v. Fall River, 167 Mass., 517 (1897). 

If the whole plant, consisting of land, buildings, and machinery, belongs to one 
corporation and is of more value if kept together and used for manufacturing purposes 
than if separated, each item should be valued in connection with the others. Troy 
Cotton and Woolen Manufactory v. Fall River, 167 Mass., 517 (1897). 

<^ Under "real estate, machinery, and merchandise" foreign corporations are taxed ' 
on all tangible property. In spite of the general principle that personal property of 
nonresidents is not taxed, merchandise or stock in trade employed within the State is 
taxable, though owned by a resident of another State who is taxable there for its 
value. Leonard v. New Bedford, 16 Gray, 293 (i860). 

*Rev. Laws, chap. 12, sees. 2, 3, and Acts of 1903, chap. 437, sec. 71. 

< Salem Iron Factory Co. v. Inhabitants of Danvers, 10 Mass., 514 (1813). 

/ Acts of 1902, chap. 342. 
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In order that the local authorities taxing the property of a cor- 
poration shall not place too high a value thereon, and thus undtily 
reduce the amount of corporate excess, it is provided that the Tax 
Commissioner may request a corporation to appeal from such 
valuation.* 

A vessel engaged in the foreign carrying trade, whether owned 
by a corporation, a partnership, or an individual, is taxed at one- 
third of I per cent on its value. In the case of a corporation, the 
Commissioner deducts this amount from the value of the capital 
stock to determine the value of the corporate excess.* 

Shareholders and Bondholders. 

The shares of stock of domestic corporations, and of those for- 
eign public-service companies doing business within the State and 
paying the tax on corporate excess, are not taxed in the hands of 
the holders as personalty.^ Shares of foreign corporations gen- 
erally are taxed,^ and no deduction from this tax for property 
taxed within the State is permitted.* 

Bonds and other evidences of corporate indebtedness of both 
foreign and domestic corporations are taxable to the holders 
thereof as is other personal property, as follows: 

** Money at interest, and other debts due the person to be taxed, more 
than he is indebted or pays interest for; but not including in such debts 
due him or indebtedness from him, any loan on mortgage of real estate, 
taxable as real estate, except the excess of such loan above the assessed 
value of the mortgaged real estate."^ 

« Rev. Laws, chap. 14, sees. 39, 42. 

It is stated that this remedy has not been used in fifteen years. 

& Acts of 1902, chap. 374. 

c Rev. Laws, chap. 14, sec. 61. 

Many corporations subject to the tax on corporate excess do not actually pay any 
tax thereon, because they have no corporate excess. The question arose as to 
whether their shareholders could, for this reason, be taxed on their shares. The 
attorney-general ruled that they could not be taxed on shares if the company was 
subject to the corporate excess tax, irrespective of whether it actually paid any- 
thing or not. Report of Attorney-General, 1908-9 ; not yet issued. 

^ Rev. Laws, chap. 12, sec. 4, as amended by Acts of 1902, chap. 374, sec. 4. 

« Blackstone Mfg. Co. v Inhabitants of Blackstone, 13 Gray 488 (1859); Thomas 
Dwight V. Mayor and Aldermen of Boston, 12 Allen, 316 (1866). 

/Rev. Laws, chap. 12, sec. 4, par. 2, as amended by Acts of 1902, chap. 374, sec. 4. 

Under Pub. Stats., chap. 11, sees. 4, 14, bonds of a corporation secured by a mortgage 
of its land executed to and held by a trustee for the bondholders are not taxable 
to the individual owners thereof as personal property, the trustee having paid a tax 
assessed upon the whole value of the land equal to the amount of the bonds outstand- 
ing. Knight V. Boston, 159 Mass., 551 (1893). 

Bonds of railroads and street railways are made specifically taxable in chap. 12, 
sec. 4, and are not covered by the above case. 
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"Bonds of railroads and street railways/' domestic and foreign, 
are specially named in the statute as taxable to the holder." 

" General Corporation Tax." 

There is a general provision for the taxation of corporations 
upon the "corporate excess," described below, which applies to 
corporations broadly. Subsequent legislation, however, has almost 
wholly supplanted the general provision. It was found by expe- 
rience that each class of corporations required special treatment, 
as hereinafter described, though the central idea of Massachusetts 
corporate taxation — corporate excess — is preserved throughout.'' 

In ascertaining the corporate excess, this general provision 
requires an annual return by the corporation to the tax commis- 
sioner showing the amount and market value of its capital stock 
and assets, and also the names of the stockholders, with their hold- 
ings and addresses. He estimates the entire value of the capital 
stock from this retiun. This estimate is denominated the value 
of the * 'corporate franchise.'* Deduction is made for the value of 
real estate and machinery taxed locally, and the remainder, called 
the "corporate excess,*' is taxed at the average rate of taxation 
for the whole State during the last three years.*' 

Such proportion of the tax collected by the State as corresponds 
to the amount of stock owned within the State is returned to the 
towns and cities in which the stockholders reside, in proportion 
to the ntunber of shares there owned. ^ The portion of the tax 
which represents the tax on shares of stock held outside the State 

"Rev. Laws, chap. 12, sec. 4, par. 3. 

^See discussion of tax on "Corporate excess" and "Omission of bonds," in 
"Comments," pp. 100, 102, infra. 

cRev. Laws, chap. 14, sees. 37 and 38, amended by Acts of 1906, chap. 271, sec. 9. 

The tax on corporations here provided is a franchise tax, not^ a tax on property, and 
it is therefore constitutional. Cem. v. Hamilton Mfg. Co., 12 Allen, 298 (1866), 
affirmed in 6 Wall., 632 (1867) ; Com. v. Cary Improvement Co., 98 Mass., 19 (1867). 

A corporation being completely taxed by this franchise tax is not taxable (?n its 
income. Boston W. P. Co. v. Boston, 9 Met., 199 (1845). 

The corporation is not separately taxed for cash in the treasury, since that enters 
into and is taxed in the market value of the shares. Fall River v. County Commrs., 
125 Mass., 567 (1878). 

From the share value of the corporation is to be deducted the value of any real 
estate mortgages held by it which are taxed locally. Fireman's F. I. Co. v. Com., 
137 Mass., 80 (1884). 

A corporation to construct a railroad in a foreign country is subject to the domestic 
franchise tax. Mexican Cent. Ry. v. Com., 192 Mass., 129 (1906). 

^'For discussion of the Massachusetts method of distribution, see p. 104, infra. 
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goes to the State.** Under this arrangement, it is estimated that 
about 20 per cent of the tax accrues to the State. , 

The tax commissioner may request a corporation to appeal from 
the valuation of its real estate or machinery.* 

Shares in domestic companies are not taxed to the owner as 
personal property. Bonds are taxable.*' 

Business Corporations. 

'* Business corporations " (manufacturing <* and mercantile com- 
panies) were originally included under the tax on corporate excess 
above described; but, owing to the effect of that tax in compelling 
Massachusetts corporations to give up their charters and incor- 
porate under laws of other jurisdictions, it was found necessary 
to place limitations on the assessment of the corporate excess of 
such corporations.* In 1903 '*An act relative to business corpora- 
tions " was passed, which law relates particularly to manufacturing 
and mercantile corporations as distinguished from financial and 
transportation and transmission corporations. 

This law provides that domestic corporations having capital 
stock and established for the purpose of carrying on business for 
profit (except banks, insurance companies, and transportation 
and transmission companies carrying on business within the 
State, but including such companies organized in the State 
to carry on business outside it) /" be taxed as follows : The 
corporation makes an annual return to the Tax Commissioner, 
from which he estimates the entire value of the capital stock, 
and this is denominated the value- of the corporate franchise. 
There is a deduction of the value of real estate and machinery 
subject to local taxation within the State, and also of the 
value of property which is in another State or country and 

o Rev. Laws, chap. 14, sec. 61. 

A oorporation owning, through trustees, its own stock is not to be regarded as a 
stockholder resident in the town where it does business, so as to entitle that town to 
a share of the franchise tax paid by the corporation on account of such stock. 
Worcester v. Board of Appeal, 184 Mass., 460 (1904). 

& Laws of 1903, chap. 437, sec. 73. 

This provision is retained from the statute as to general property tax. See p. 88, 
supra. 

c See p. 88, supra. 

^ Gas and electric companies are regarded as manufacturing companies. 

« Report of Committee on Corporation Laws, 1903, p. 19. 

/For definition of "business corporations,*' see Laws of 1903, chap. 437, sec. i. 
It^anufacturing and mercantile companies are the chief ones. 
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is subject to taxation therein.® No deduction is made for 
securities which would be taxable if owned by a resident natural 
person, but if such securities would not be taxable in the hands 
of a natural person they are deducted.* On the net valuation 
or corporate excess thus reached the State directly imposes a 
tax at the average rate of all the cities and towns in the State 
for the last three years. The tax, however, is not to exceed a 
tax at this rate on an amount 20 per cent in excess of the value 
of the real estate, machinery, and merchandise,*' and taxable 
securities; nor is it to be less than one-tenth of i per cent of the 
market value of the capital stock. ^ The tax is paid by the 
domestic corporation to the state treasurer. The return also 
gives a list of stockholders, with their holdings and addresses. * 

O' A Massachusetts corporation, having its principal place of business in Massachu- 
setts, carried on business in Pennsylvania, where it was subject to a tax upon its 
capital stock. Held, That the corporation's franchise was not " property situated in 
another State and subject to taxation therein," the value of which should be deducted 
from the value of the capital stock in computing the franchise tax under Acts of 
1903, chap. 437, sec. 72. American Glue Co. v. Commonwealth, 195 Mass., 528 (1907). 

6 This provision will permit a Massachusetts corporation to hold the stock of 
another Massachusetts corporation without double taxation. Stock of foreign cor- 
porations so held, however, is taxed to the holding corporation, and such holding, 
therefore, is practically prohibited. Report of Committee on Corporation Laws, 1903, 
p. 50. 

cit has been recommended that the words "other tangible property" be added 
at this point, for the reason that there are certain forms of tangible property which 
do not come under the head of real estate, machinery, or merchandise. This amend- 
ment would not change in any way the operation of the law. Report Committee 
on Taxation, 1907, p. 52. 

The real estate, machinery, and merchandise, the value of which under Acts of 
1903, chap. 437, sec. 74, as amended by Acts of 1904, chap. 261, sec. i, forms part of the 
basis for computation of the maximum amount to be levied as a franchise tax on a 
domestic corporation, includes real estate, machinery, and merchandise both within 
and without Massachusetts. American Glue Co. v. Commonwealth, 195 Mass., 528 
(1907). 

The word "merchandise" in Acts of 1903, chap. 437, sec. 74, so far at least as 
respects chattels, must be construed as including tangible property which may be 
subject of sale. In this case the Tax Commissioner had included steamships as mer- 
chandise. New England and Savannah S. S. Co. v. Commonwealth, 195 Mass., 385 

(1907)- 
^ This provision limited the maximum value of the taxable corporate franchise to 

an amount not exceeding 120 per cent of the actual value of the tangible assets of 
the corporation. It was deemed a necessary concession in order to retain corpora- 
tions under the laws of Massachusetts and to encourage incorporating under said 
laws. As to the practical operation of this provision, see Report of the Tax Com* 
missioner, 1905, pp. 19 et seq. 
< Acts of 1903, chap. 437, sees, i, 72, 74; Acts of 1906, chap. 271, sec. 12, 
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The Tax Commissioner in determining the value of the corporate 
franchise of a business corporation may not take into considera- 
tion any debts of the corporation, unless the returns contain a 
sworn statement that no part of such debt was inciured for the 
purpose of reducing the amoimt of taxes.* 

Beginning with 1909, all of the tax apportioned to nonresident 
stock remains with the State and the rest of this tax is distrib- 
uted, one-half to the cities and towns where the tangible property 
of the corporation is located and the other half to the cities and 
towns where the stockholders live. ^ 

Shares in companies paymg this tax are not taxed to the owner 
as personal property. Bonds of these companies are so taxed. "^ 

Railroads. 

The tax upon railroad companies is on the same basis as the 
tax on corporations generally, namely, ** corporate excess.*' Pro- 
vision is made for a proportionate assessment of the tax where 
the line of the road extends outside the State. «* 

Every railroad corporation organized in the State returns a 
complete list of its stockholders, with residences and number of 
shares, and also a statement in detail of the works, structures, 
real estate, and machinery owned by the corporation and subject 
to local taxation, with location and value. 

Every railroad corporation, whether organized in this State or 
elsewhere, returns a statement of the whole length of its lines, and 
of so much of the length of its lines as is outside the State. 

The Tax Commissioner ascertains from the returns or otherwise 
the true market value of all the shares of every railroad corpora- 
tion, which shall be taken as the true value of its corporate fran- 

o Acts of 1907, chap. 395. 

This amendment was found necessary to prevent corporations from incurring ficti- 
tious debts for the purpose of decreasing the amount of their franchise tax. Report 
of the Committee on Taxation, 1907, p. 52. 

b Acts of 1903, chap. 437, sec. 86, as amended by Acts of 1908, chap. 614. 

In his report for 1908 (p. 20) the Tax Commissioner recommends that the return of 
the corporation show where its tangible property is located. This will aid in the 
distribution of the tax. 

See also under " Distribution, " in " Comments," p. 104, infra. 

c See p. 88, supra. 

^ Report of Commission, 1894, p. 30, recommended that the mileage on which the 
tax within the State is computed be miles of track instead of miles of line, and that 
in case of telegraph and telephone companies it should be miles of wire. 
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chises.* From this is deducted, in the case of both foreign and 
domestic corporations, so much of the value of its capital stock as 
is proportional to the length of that part of its lines, if any, lying 
without the State, and also the value of its real estate'' and ma- 
chinery subject to local taxation within the State, for which pur- 
pose the assessed value may be taken as the true value but is not 
conclusive. Upon the valuation so found the railroad pays to the 
State a tax at the average rate throughout the State.* 

No taxes are assessed locally upon the shares of any railroad 
which pays a tax on its corporate excess. Such proportion of 
the tax collected of a railroad corporation as corresponds to the 
proportion of its stock owned by residents of the State is distrib- 
uted to the towns in which such owners respectively reside.** 
Bonds of railroad companies are taxable to the owner as personal 
property. * 

The expenses of the railroad commission are assessed by the 
Tax Commissioner upon the gross earnings of raihoads and street 
railways, and collection is made in the same manner as the gen- 
eral corporation tax./ 

Street Railways. 

Street railways pay to the State a corporate excess tax, assessed 
and distributed in the same way as the tax upon railroads.^ For 
this class of carriers there are two additional provisions: 

o A railroad made a dividend of 20 per cent to stockholders, payable in seven 
years in cash or stock, and it then issued other stock not having such a privilege. It 
was held that the amount of the dividend should be included in the market value of 
the road for the purpose of taxation. Boston and L. R. R. v. Com., 100 Mass., 399 
(1868). But shares subscribed for on which 10 per cent has been paid in, though the 
shares were not yet issued, can not be included in the appraisal of the capital stock 
for purposes of taxation. Boston and A. R. R. v. Com., 157 Mass., 68 (1892). 

^ The roadbed for a strip 5 rods in width and buildings erected within this area for 
railroad uses are exempt from taxation directly. Inhabitants of Worcester v. The 
Western R. R. Corporation, 4 Met., 564 (1842). Real estate outside of this limit is 
taxable. 

Buildings erected by a railroad for use as stations were held not taxable, since used 
for a public purpose. Worcester v. Western R. R., 4 Met., 564 (1842). 

c Acts of 1906, chap. 463, Part II, sees. 211, 212, 214. 

The Tax Commissioner in his report for 1908 states that the rate should be the 
average rate during the last three years so as to make the law as to rate uniform for 
all corporations. 

^ Acts of 1906, chap. 463, Part II, sec. 216. 

< See p. 88, supra. 

/Rev. Laws, chap, iii, sec. 10. 

9 Acts of 1906, chap. 463, Part III, sees. 125, 126, and 128. 
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First. If an operating street railway (including such as may 
have lines partly outside the State) , whether domestic or foreign, 
pays during the year dividends exceeding 8 per cent on its capital 
stock, it pays an additional tax equal to the amoimt of such 
excess, provided that the tax is not imposed if from the time the 
railway commenced operation it has not paid in the aggregate 
dividends equivalent to at least 6 per cent on its capital stock 
from year to year.^ This tax is collected and distributed in the 
same way as the corporate excess tax, and is probably to be justi- 
fied as a compensation for the franchise when this is peculiarly 
valuable. 

Second. A *' commutation tax'' is required locally of street 
railways, whether domestic or foreign (including companies whose 
lines are partly within and partly without the State). The com- 
panies make an annual return in each city or town, stating the 
length of track operated in public ways and places in such city 
or town, and the total length of track operated in public ways or 
places and also the total amount of gross receipts from operation 
for the year, excluding income derived from other sources, such 
as sale of power and rental of tracks. The local assessors tax 
such corporations on an assessed amount equal to such proportion 
of the percentages of gross receipts named in the act as the length 
of track in the public ways and places in the city or town bears 
to the total length of such track operated by the company in 
public ways and places.^ This tax is for the towns and is levied 
' as compensation for the use of public streets. 

No tax is assessed to stockholders*' on the shares of stock 
in these companies. Bonds of these companies are taxable^ to the 
holders as personal property. 

Electric Railroads. 

These companies are taxed in the same manner as street rail- 
ways, except that any part of the tax which is attributed to the 

o Acts of 1906, chap. 463, sec. 130. 

No case is known where any revenue has been paid under this provision. 

& Acts of 1906, chap. 463, Part III, sees. 133, 134. 

The average gross receipts per mile which determine the rate of excise tax on 
street railways are computed on the total of all miles of road on private as well as 
on public streets. Greenfield and Turners Falls Street Ry. v. Greenfield, 187 Mass., 

352 (1905). 

« Acts of 1906, chap. 463, Part III, sec. 131. 
^ See p. 88, supra. 
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length of line on private ground is distributed to the cities and 
towns where the stockholders live." 

Taxes collected from street railways and electric railroads, both 
the corporate excess tax received from the State and the com- 
mutation tax, are applied by the towns to the maintenance of 
public ways and to the removal of snow therefrom. ^ 

No taxes are assessed locally on the shares of a street railway, 
electric or otherwise, domestic or foreign, which pays the corporate 
excess tax, and the tax on corporate excess so paid is apportioned 
among the cities and towns in proportion to the length of tracks 
operated in such towns. "^ Bonds of these companies are taxable 
to the owner as personal property. 

Telegraph and Telephone Companies. 

Telegraph and telephone companies are taxed upon corporate 
excess like other corporations, except that provision is made for 
the proper division of the valuation of companies operating partly 
within and partly outside the State. Telegraph and telephone 
corporations, foreign and domestic, make a return to the Tax 
Commissioner, from which he ascertains a fair cash value of aU 
their capital stock. From this amount he deducts, in case of a 
telegraph company, so much of the value as is proportional to 
the length of the line outside of the State, and all real estate and 
machinery subject to local taxation within the State; and in the 
case of a telephone company, he deducts all the real estate and 
machinery subject to local taxation within the State. If it is a 
domestic telephone company, there is deducted the value of stock 
in other corporations hel^ by it upon which a tax has been paid 
in Massachusetts or any other State during the year. If it is a 
foreign telephone company, there is deducted so much of the 
value as is proportional to the number of telephones used or con- 
trolled by it outside the State. Upon the net valuation so foimd, 
taxes are assessed by the State at the average rate throughout the 
State during the last three years. The tax is apportioned among 
the cities and towns in the usual manner — that is, according to 
the shares owned by residents of the town or city, the State 

a Acts of 1906, chap. 516, sees. 14 to 21. 

No corporation is taxed under the "electric raikodd " provision. All electric rail- 
roads are taxed as "street railways.'' The Tax Commissioner recommends that an 
electric railroad be declared to be one more than half of whose lines is on a private 
right of way, the "electric railroad" so determined to be taxed as is a steam railroad 

& Acts of 1906, chap. 516, sec. 137, as amended by Acts of 1907, chap. 318. 

cSee p. 88, supra. 
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retaining such portion as refers to shares owned by nonresidents. « 
Shares in these companies are not taxed in the hands of stock- 
holders; bonds are so taxed. ^ 

Express Companies. 

Every concern, whether incorporated or unincorporated, engaged 
in the express business on any raih-oad, steamboat, or vessel in 
the State, makes a retiun to the Tax Commissioner of the par and 
market value of its stock and bonds and unfunded debt, of its 
real estate and personal property, with its location, and the 
amount of taxes paid on its property locally within the State. 
The return also shows the gross earnings within the State and the 
total gross earnings, and the securities not liable to taxation. 
The Tax Commissioner then ascertains the true market value of 
its stock, bonds, and such part of the unfunded debt as was 
incurred for the purpose of construction or permanent equipment 
or improvement. After deducting the value of real and personal 
property taxable within the State and securities not liable to 
local taxation, the Tax Commissioner lays a tax upon such part of 
the remainder as represents the ratio of gross earnings of the com- 
pany within the State to the total gross earnings. The rate of 
this tax is determined by the average rate of taxation throughout 
the State. *" 

Shares in these companies are taxable to stockholders; bonds 
are also taxable. * 

Foreign Corporations.^ 

The taxation of foreign corporations in Massachusetts may be 
stated thus : 

First. Foreign railroad, street-railway, electric-railroad, tele- 
graph, telephone, and express companies are taxed upon "cor- 

oRev. Laws, chap. 14, sees. 37, 38, 48; Aets of 1906, ehap. 271, see. 9. 

This method of taxing telegraph eompanies upheld as not contravening the commerce 
clause of the Constitution or sec. 5263, United States Rev. Stat., conferring certain 
rights on telegraph companies accepting it. Western Union Teleg. Co. v. Mass., 
125 U. S., 530 (1888). 

6 See p. 88, siipra. 

c Acts of 1907, chap. 586, as amended by Acts of 1908, chaps. 194 and 615. 

This provision of law is worthy of especial note, because it is the only case in Mas- 
sachusetts where the bonds and securities other than stock are considered in assessing 
the corporate excess. No taxes have yet been collected under this law, the express 
companies having contested payment under it. 

<^See "Foreign corporations," in "Comments," p. 105, infra. 
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porate excess" in the same manner and for the same purposes 
as similar domestic companies, as heretofore described. 

Second. Foreign corporations having a usual place of business ** 
in the State, or engaged (whether permanently or temporarily, 
with or without a place of business) in the construction of a build- 
ing, bridge, or railway in the State, pay an excise tax of one-fiftieth 
of I per cent of the par value of their authorized capital stock, the 
total tax not to exceed $2,000.* This tax is paid by foreign cor- 
porations which correspond to domestic '* business corporations," 
and is purely for state purposes. 

For local purposes, foreign corporations of this latter class are 
taxed locally upon real estate, machinery, and merchandise, and 
under this provision they are assessed upon all tangible property.* 

Foreign corporations failing to pay taxes in Massachusetts may 
be enjoined from doing business.^ 

As noted above, shares of stock of foreign corporations (except 
those foreign transportation and transmission companies engaged 
in business in Massachusetts and therefore taxed on cprporate 
excess) are taxed to the holder as personal property. Bonds of 
foreign companies are also taxable.' 

0' There appear to be no Massachusetts decisions determining what is a usual place 
of business for the purposes of this provision. 

^ Acts of 1903, chap. 437, sees. 75 and 76, as amended by Acts of 1907, chap. 578. 

The tax on foreign corporations provided by this section is not a tax on property or 
on the franchise of the corporation, but on the privilege of doing business in the State, 
and is enforced by exclusion from the State. Attorney-General v. The Bay State 
Mining Co., 99 Mass., 148 (1868). 

This tax may be imposed on a foreign corporation partly engaged in interstate 
commerce if its office is used for domestic business, and in that case the tax is consti- 
tutional. Attorney-General v. The Electric Storage Battery Co., 188 Mass., 239 

(1905). 
c Rev. I^ws, chap. 12, sees. 2, 3, and Acts of 1903, chap. 437, sec. 71. 
For construction of this latter provision, see Hilliard v. Fells Ice Co., 86 N. E. Rep., 

773 (1909) 

A tax ^ay be lawfully assessed to a foreign corporation doing business in Massachu- 
setts upon its personal property situated here and need not be assessed in rem against 
the property itself. Scollard v. American Felt Co., 194 Mass., 127 (1907). 

Intangible personalty of foreign corporations is not taxed in Massachusetts. It is 
supposed to be taxed in the home State of the corporation. 

^ Acts of 1902, chap. 349; Acts of 1903, chap. 437, sec. 78. 

« See p. 88, supra. 
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ra, FINANCIAL RESULTS. 

That the state officials proceed to collect the corporation tax in 
a thorough and eflficient manner is at once apparent from an exami- 
nation of their reports. A feature of the system worthy of special 
note is the fact that the Commissioner of Corporations and the 
Tax Commissioner are one and the same person, thus consolidat- 
ing in one office the general supervision of all the revenues of the 
State and the administration of the corporation laws. The annual 
report of the Tax Commissioner contains an alphabetical list of 
every corporation subject to the tax, which list contains upward of 
7,000 names of corporations of the various classes. 

ToTAi, State Receipts Classified as to Revenue prom Corporations, Other 
Special Taxes and Receipts, and General Property Tax, and Show^ing 
Portion of Corporation Taxes, etc.. Distributed to Cities and Towns, Year 
ENDED November 30, i907»<* 

Total receipts, all sources _ $18, 670, 405 . 32 

Special taxes on corporations: 

Electric-light companies $189, 776. 81 

Gas companies 112, 038. 5 1 

Gas and electric companies 30, 302. 36 

Telephone and telegraph companies 448, 323. 04 

Water companies 5, 641. 69 

Railroad companies 1,434,159.28 

Street-railway companies & i, 014, 434. 73 

Trust companies _ 512, 764. 04 

Miscellaneous (under Rev. Laws, chap. 14) 94, 2 1 7. 59 

Business corporations 2, 133, 086. 26 

Sundry corporations 66, 601. 67 

Cities and towns in readjustment - 5, 903. 20 

National-bank tax 913,544.69 

Savings-bank tax i, 953, 406. 1 1 

Insurance tax and licenses 562, 522. 94 

Excise tax on life insurance companies 344, 369. 72 

Excise tax on foreign corporations 56, 744. 03 

Fees, corporation certificates, etc 86, 1 99. 91 

Total State receipts from corporations _ 9, 964, 036. 58 

Less portion distributed to cities and towns: 

From street-railway tax. i, 014, 434. 73 

From national-bank tax 540, 984. 1 7 

From other corporation taxes 3» 701, 874. 52 

Total distributed to cities and towns 5, 257, 293. 42 

State's share of corporation taxes 4,706,743. 16 

« State Auditor's Report, 1907. 

^ Includes $119,865.89 ''commutation tax'' paid by the Boston Elevated Railway 
Company under Rev. Laws, chap. 14, sec. 44.. 
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Other special taxes and receipts: 

Liquor licenses , _ $839,367.25 

Collateral inheritance tax : 772, 499. 25 

Receipts from United States (for colleges, sol- 
diers* home, etc.) 98, 244. 39 

Transfers from funds. _ 439, 544. 56 

Interest on deposit of funds. 41, 429. 92 

Accrued interest on bonds sold, etc 66, 706. 96 

Temporary loans 2, 100, 000. 00 

Sundry fees, licenses, income from institutions, 

etc _. 348,576.41 

Total special taxes and receipts not from corporations $4, 706, 368. 74 

Total special taxes and receipts for state purposes 9,413,111. 90 

State's share of general property tax « 4, 000, 000. 00 

Total state revenue for state purposes^ 13.4131 m- 90 

Total state receipts distributed to cities, towns, etc 5*257, 293. 42 

Total state receipts, all sources 18, 670, 405. 32 

Per cent of total state receipts derived from corporations 53-37 

Per cent of state revenue for state purposes derived from corpo- 
rations 35-09 

Per cent of state revenue for state purposes derived from all special 
taxes and receipts ._ 70. 18 

IV. COMMENTS. 

Amount of Revenue from Corporations. 

In attempting to increase the revenues of the State the com- 
mittee on taxation of 1907 in its report *" estimates that the rec- 
ommended changes in the law would produce additional revenue 
to an amount slightly over $3,000,000, the items of increase to be 
as follows : 

Direct inheritance tax $1, 500, 000 

Stock transfer tax _.-_.' 250, 000 

Express company tax — 150, 000 

Excise tax upon foreign corporations. _ 75iOoo 

Organization fees of domestic corporations 65, 000 

Corporate franchise tax of railroads, etc .. i, 200, 000 

^ Part of this comes from local taxation of corporations, but it is impossible prac- 
tically to ascertain the amount thus received from corporations. 

^Out of this total, $101,178.85 was paid for salaries of school superintendents in 
small towns, and $58,063.14 for high school tuition of pupils from towns having no 
high schools. (Under Rev. Laws, 1902, chap. 42, sees. 3, 46.) 

cAt p. 17. 

79349-09 8 
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The same refK)rt,* in commenting upon the amoimt of revenues 
received from pubUc-service companies, says: 

"We are convinced that practically all recent legislation in States 
other than Massachusetts which has had for its object the increase of 
taxes to be levied upon public-service corporations have been attempts 
toward the standard of Massachusetts, rather than an advance beyond 
the requirements now made by the laws of this Commonwealth. The 
public-service corporations of Massachusetts now contribute more nearly 
their fair share to the pubHc revenues than do the pubHc-service corpora- 
tions of other States." 

With regard to the amount of organization fees received from 
business corporations the committee of 1907 * states that the amount 
has not equaled what it was expected the business corporation law 
of 1903 would produce. That law fixed the rate at one-fortieth of 
I per cent of the authorized capital stock, with a minimum of $10 
in any one case. In the year 1907 there was received by the sec- 
retary of state for charter fees $76,848.18, which amount the com- 
mittee considered inadequate. The recommendation^ involved 
the subject of revenue and was also intended to reduce the ntunber 
of tmdesirable corporations. The report ^ says: 

"It is also evident that there have been chartered many corporations 
which are not desirable, and whose charters have fallen into disuse. It 
is probable that with an increase in the amount of organization fees there 
would be a decrease in the number of that class of corporations which 
are no credit to Massachusetts nor of any benefit to her industrial life. It 
seems fair to say that, if a charter by Massachusetts is worth anything, 
it is worth to any concern not less than $25. A fee of this amount will 
not prevent the organization of any corporation of any value to the 
Commonwealth. We therefore recommend that the present rate of 
one-fortieth of i per cent be changed to one-twentieth of i per cent, and 
that the minimum fee required in any one case be increased from $10 
to $25." 

General Tax on ^' Corporate Excess/' 

' The Massachusetts corporation tax upon the intangible worth 
of the capital stock over and above the value of its property taxed, 
called the tax on"' corporate excess,*' constitutes the State's chief 
contribution to the problem of corporate taxation, and it extends 
broadly to all domestic corporations, whether public service, gen- 
eral business, or financial, and to certain foreign public-service 
companies operating in the State. This tax has been employed in 
Massachusetts for many years to meet the demand for the proper 
taxation of corporations, arising with the early development of 

o At p. 32. 6 At p. 51 of its report. 
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industry in that State and the consequent growth of corpora- 
tions. In fact, it is claimed by the Massachusetts authorities that 
this form of corporate taxation had its origin there. The Massa- 
chusetts Commission of Taxation, 1875, says: 

"This system of corporate taxation had its origin here, and may be 
fairly claimed as a Massachusetts specialty. We regard it as a most 
valuable contribution to fiscal science, and other States have already 
copied its methods.*'** 

In view of its long standing and the thoroughgoing administra- 
tion which long practice has given to this tax in Massachusetts,^ 
and for the f lulher reason that the system has been followed to a 
considerable extent in other States, discussion of its theory and its 
administrative results is necessary for the subject in hand.'' 

In the early part of the nineteenth centtuy the general property 
tax in Massachusetts was made to include corporate shares as per- 
sonalty in the hands of the shareholders. It was held by the 
courts that only natural persons were subject to taxation upon 
personalty,*^ and hence the only tax paid by the corporation itself 
was upon its realty. The tax paid by the owners of the shares 
was supposed to make up for the tmtaxed tangible and all intan- 
gible personalty of the corporation. Yet, in so far as the shares 
represented real property, there was double taxation. Conse- 
quently in 1832 the assessment law was modified in the case of 
manufacturing corporations, and deduction for real estate and 
of machinery (which had been made taxable by statute) was 
authorized. 

It was early discovered that the taxation of shares in the hands 
of owners was a failure, it being apparent that a considerable 
percentage of the capital stock of certain of the larger corpora- 
tions was escaping taxation. In 1865, with the demand for 
increased revenues brought on by the war, a system was adopted 
of "stopping the tax at its source'' — that is, at the corporation 
itself — and provision was made for collection through centralized 
state administration. This system has continued down to the 
present time. 

"Report of Massachusetts Commission, 1875, p. 124. 

& Some idea of the extent to which the Massachusetts system of corporate taxation 
has been discussed may be gathered from the bibUography on p. 109. 

cThe principles established by the statutes of Massachusetts for regulating the 
taxation of corporations doing business within its limits, whether domestic or foreign, 
do not appear to be unfair or unjust. Western Union Teleg. Co. v, Mass., 125 U. S., 
53011888). 

^See decisions on p. 87, supra. 
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There are always some corporations whose stock it is difficult to 
value, because of the close manner in which it is held, and often 
the market value of stocks forms a fluctuating basis for taxation.^ 
Yet the ease with which the system operates in the majority of 
cases probably offsets these disadvantages. 

As a legal basis of the Massachusetts corporation tax, the 
courts have held it to be a tax on the privilege of carrying on 
business and not on the privilege of corporate existence.^ In 
other words, it is in the nature of an excise tax, and not a tax 
upon property, in which case the constitution would require the 
tax to be proportional for all classes of property. Notwithstand- 
ing this, however, the distribution of the tax in proportion to 
stock held in city or town follows the theory of the property tax, 
as has already been explained. 

Omission of Bonds. 

The theory of the tax on corporate excess has much to commend 
it as a means of reaching the intangible worth of capital stock, but 
its operation in Massachusetts has developed features to which 
attention has been called by the various Massachusetts Commis- 
sions on Taxation. A defect in the system is said to be that in 
computing corporate excess no consideration is given to the 
amount of intangible value represented by bonds, thus giving 
tmdue advantage to corporations with property represented by 
bonds and other forms of indebtedness.* It is true bonds are 
taxed to the holders, but revenue from this soiu-ce is a negligible 
amount. While there is a legal distinction between the liabilities 
of a corporation upon its stock and upon its bonds, when we come 
to the subject of taxation it is claimed that both classes of seciui- 
ties generally represent funds invested by the corporation for 
identical purposes, such as the piu-chase of property. Under the 
Massachusetts system there is an incentive for corporations to 

a When the market value of the stock can not f^ ascertained, the corporate excess 
is based upon the return made to the tax commissioner showing the merchandise 
and other assets of the corporation. 

b See notes on decisions, p. 89, supra. 

c For a discussion of this topic, see the " Introduction " (supra, p. 17) and the report 
as to Connecticut (infra, p. 141). 
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increase their issues of bonds in preference to capital stock.^ 
Here again the appUcation of the idea of the property tax to 
corporations by regarding corporate debts in the same Ught as 
debts owed by individuals and taxing them to the creditors or 
bondholder has led to a result open to discussion. In considering 
this matter the committee on taxation, 1907/ says: 

** It seems dear to us, therefore, that in levying the corporate franchise 
tax the bonds at their fair cash value should be included with the capital 
stock at its fair cash value in the computations of the tax commissioner. 
The presenb law of Massachusetts does not provide that the bonds shall 
be considered at all by the commissioner. The result has been that 
some of our pubUc-service corporations have in the past issued bonds 
instead of stock. With a continuance of our present laws, this procedure 
undoubtedly will be resorted to in the future. It is true that the bonds 
of these corporations are now taxable to the individual holder. As a 
matter of fact, however, such of these bonds as are held by citizens of 
^Massachusetts are seldom reached for purposes of taxation. Further- 
more, a large proportion of these bonds is held by persons outside of 
this Commonwealth, and, therefore, upon the property of the public- 
service corporation represented by this latter class the Commonwealth 
attempts to levy no tax. The purpose of our recommendation, that the 
bonds be included with the capital stock in the computations of the Tax 
Commissioner, is therefore twofold : First and incidentally, to provide a 
better means of collecting a tax which in theory is now levied; secondly 
and mainly, to provide for the taxation by the Commonwealth of that 
part of the property of the public-service corporations which is repre- 
sented by the bonds held outside of the State and which is not now sub- 
ject to taxation by Massachusetts." 

A start has been made in the direction of this recommendation 
by the act of 1907, taxing express companies.*^ 

For the reason that this change would work a hardship if applied 
at once to outstanding bonds, and for the further reason that the 
sudden exemption of bonds from taxation as personal property of 
the owner would unduly enhance the value of these securities, the 
committee of iQoy** recommends as follows: 

" Therefore we recommend that this change in our method of computing 
the taxes of our public-service corporations be made to apply only to 
future issues of bonds, whether such bonds are issued for new construc- 
tion or for the purpose of refunding outstanding loans. * * * Were 

« In the case of street railways bonds now equal 80 per cent of the par value of 
capital stock, and the same is approximately true of railroads. The result is that 
these corporations escape taxation to a considerable extent, much of their property 
being exempt. 

b At p. 33 of its report. 

c See p. 96, supra. 

<^ At p. 34 of its report. 
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these suggestions adopted, applying only to future issues of bonds and 
other obligations representing property, corporations could easily adjust 
themselves to the added burden with no diminution in the quality of 
their service, and eventually the Commonwealth would be receiving a 
tax from all of the property and franchise values of her public-service 
corporations."** 

Distribution of Tax. 

Prior to 1908 the tax collected from corporations was dis- 
tributed to the cities and towns in proportion to the number of 
shares owned therein, upon the theory that personalty should 
follow the person. This attempt to apply the theory of the prop- 
erty tax to corporations resulted in sending the greater part of 
the revenue from corporate excess to localities in which consider- 
able numbers of wealthy persons reside. The report of the com- 
mission of 1897 ^ contains the following table, which graphically 
illustrates this point : 

Distribution o^ the Corporation Tax. 



State 

Thirty-two cities. 

All towns 

Eighteen towns 

Three hundred and three towns 



Population,- 
1895. 



2, 500, 183 
I, 635, 767 

864, 416 
62,529 

801, 887 



Tax distributed, 
1896. 



« $2, 585,795.63 

If 778, 359- 23 
807, 436. 40 

332,310.77 

475»i25.63 



Tax 
distributed 
per capita. 



$1.03 
1.08 

.93 

5-31 

•59 



a Although the amount certified as due cities and towns was $2,729,665.85, only $3,585,795.63 was 
actually distributed. These figures are all on the basis of actual distribution. 

Some other basis of distribution seemed necessary, preferably 
one that considers the claims of the commmiity in which the 
corporate industry paying the tax is located. 

o A statute of Pennsylvania, passed in 1891, which is designed to levy a tax upon 
the actual value of the capital stock, assets, franchises, earning capacity, and every 
other valuable possession of public-service and certain other specified corporations, 
and one which requires the assessing officer to compute the tax in the same way that 
the corporate franchise tax in Massachusetts is computed, was held to justify including 
with the capital stock the outstanding bonds at their fair value. Com. v. N. Y. P. 
& O. R. R. Co., 188 Pa., 169 (1898). If bonds were included in the computation of 
the corporate excess this might not be held to be taxing debts to the debtor, within 
the case of State Tax on Foreign Held Bonds, 15 Wall., 300, 320 (1872). It might be 
held to be merely using knowledge of how much a debtor owes in order to get at the 
vsdue of his property for the purpose of taxation. This is done in Connecticut in 
taxing railroads. 

6 At p. 67. 
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Referring to this subject, the committee of 1907 ® says: 

"* . * * To make any change applying to all the coq)orate franchise 
taxes would, however, upset the finances of the cities and towns and 
perhaps of the Commonwealth. Moreover, it is evident to your com- 
mittee that the reasons for a change regarding the corporate franchise 
tax received from railroads and telephone and telegraph companies are 
much stronger than any reason that can be adduced applying to the 
other corporate franchise taxes." 

In referring to the same matter the commission on taxation of 

■ 

1908 ^ indorses the above recommendation. This commission 
came to the conclusion, from figtues presented in its report, that 
a majority of the cities and towns would benefit greatly if the 
State should retain the entire proceeds of the tax on corporate 
excess of railroad, telephone, and telegraph companies and apply 
the same to a reduction of the state tax. With regard to dis- 
tributing the tax on business corporations in the same manner 
this commission went further than the recommendations of the 
report of 1907, saying: 

"We do not think it necessary to resort to statistics to convince the 
people that for a city or town to construct streets and light them, to 
furnish water, sewers, schools, and public buildings, and to provide police 
and fire protection for business and manufacturing corporations, their 
employees, and the families of such employees, are local burdens relatively 
greater than those occasioned by the operation of a street railway in the 
public ways of a city or town." 

A practical example of how this method of distribution worked 
may be seen in the case of a large department store in Boston. 
I/ittle or no revenue was received by Boston, because the store 
had no real estate or machinery reached by the general-property 
tax. Merchandise was (in practice but not in theory) included 
in the valuation of corporate excess, and therefore the tax on it 
was collected by the State and distributed to the towns where the 
stockholders resided. Hence none of it went to Boston unless 
stockholders resided there. Under the new law, effective in 1909, 
half of the revenue collected by the State on corporate excess of 
** business corporations** will go to Boston and the other half to 
the towns where the stockholders live. 

Foreign Corporations. 

Massachusetts has developed no tmiform system of taxing 
foreign corporations. Foreign public-service corporations engaged 
in telephone, telegraph, railroad, street-railway, and electric- 
railroad business pay the general tax upon corporate excess in 

■ ■ ■ ■ ■ ■■■■■■■ I. ■■ ■ ■ ■^■■■ ■ ..I ■ I I ■ I »■■■■■ ^ I ■■ ^1 ■ , ■I - ■ I ■ ■ I. ■ ■ — 

« In its report at p. 38. 6 At p. 13 of its report. 
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From the foregoing it is seen that there is a striking contrast 
between the Massachusetts system of taxing domestic corpora- 
tions and the Massachusetts system of taxing foreign corpora- 
tions; and it is also important to note that, while there is general 
satisfaction with the State's policy concerning domestic cor- 
porations, there is considerable difference of opinion as to the 
State's poUcy toward foreign corporations. 

Omitted Classes. 

Certain transportation corporations connected with railways, 
such as sleeping-car, dining-car, parlor-car, and special-service 
freight-car companies are not subjected to the same relative 
degree of taxation in Massachusetts as are other corporations. 
(Uptil recently express companies were also omitted, but they 
were specially provided for in 1907.) As companies engaged in 
those occupations in Massachusetts are foreign corporations, the 
only tax to which they are now subject, beyond the tax upon 
such property as is reached by the local assessors, is the excise 
tax of one-fiftieth of i per cent upon the par value of stock. 
Those corporations having little property which is subject to local 
taxation, and the excise tax being fixed at a maximum of $2,000, 
it is readily seen that corporations of this character are not as 
heavily taxed as similar public-service companies. The only 
tax paid by the Pullman Palace Car Company for its entire busi- 
ness in the State of Massachusetts is $2,000, the maximum 
excise tax. 

Inequalities of the System. 

The tax on corporate excess in Massachusetts, in its present 
development, discovers marked variations in the percentage of 
the total taxes paid by corporations of different callings upon 
corporate excess compared with that paid upon property. This 
variation is most marked when business corporations are com- 
pared with public-service corporations. With regard to the 
former, the business corporation law of 1903 was a distinct effort, 
apart from any attempt to raise revenue, to encourage domestic 
incorporating among manufacturers, and traders by fixing a 
maximum and minimum limitation upon the assessment of their 
corporate excess. This limitation, together with the privilege 
allowed these corporations of offsetting their merchandise and 
other tangible personal property by debts, relieves them to such 
an extent that the bulk of the revenue paid by corporations of 
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this class is paid upon their tangible property. In other words, 
the tax on corporate excess is largely wiped out for this class of 
corporations by this maximum limitation. In the case of public- 
service corporations, however, where the motive of taxation is 
confined to revenue, and where there is no maximum and mini- 
mum assessment, the tax on corporate excess constitutes a very 
important supplement to the property tax. The same may be 
said concerning financial corporations. 

Comparison between the tax paid by two similar business 
corporations, one a foreign and the other a domestic corporation, 
develops great inequalities, sometimes in favor of the foreign 
and sometimes in favor of the domestic company. Since the 
limitation has been placed upon the assessment of corporate 
excess of business companies, a foreign company which is taxed 
upon its merchandise would pay considerably more taxes than 
a domestic company similarly situated. This inequality would 
vary to a considerable degree in proportion as did the value of 
corporate excess of the domestic and the merchandise of the 
foreign corporation." 

Bibliography. 

The following is a list of the more important publications, in 
addition to the constitution, the statutes, and court reports, of 
value in the study of corporate taxation in Massachusetts: 

Report of the Commissioners Relating to Taxation, 1875. 

Taxation of Railroads and Railroad Securities (1880). (Committee 
of State Railroad Commissioners, C. F. Adams, and others.) 

Report of the Joint Special Committee on Taxation, January, 1894. 

Report of the Commission on Taxation, October, 1897. 

Report of the Committee on Corporation Laws, January, 1903. 

Massachusetts Business Corporation Law, Grosvenor Calkins, Quar- 
terly Journal of Economics, February, 1904. 

Driving Corporations out of Massachusetts, Banker and Tradesman, 
September 17, 1904. 

Report of the Tax Commissioner, 1905. 

Report of the Joint Special Committee on Taxation Laws, 1907. 

Taxation of Corporations in Massachusetts, Friedman, 1907. 

Taxation of Corporations in Massachusetts, C. J. Bullock, Quarterly 
Journal of Economics, February, 1907. 

Report of the Commission on Taxation, January, 1908. 

Distribution of Massachusetts Franchise Tax, Jas. R. Camet, Munici- 
pal Affairs, Vol. IV, p. 506. 

<* For a discussion of the inequalities of the Massachusetts system of corporate 
taxation in practice see Report of Tax Commissioner for 1905, pp. 19 et seq. Recom- 
mendations with regard to this feature are contained in the Report of the Com- 
mittee on Taxation, 1907, p. 42, and the Report of the Taxation Commission, 
1908, p. 10. 



RHODE ISLAND. 

I. GENERAL VIEW. 
Chief Features. 

The chief features of corporate taxation in Rhode Island are 
four : 

First. The wide appUcation of the local general property tax to 
corporations, includmg even steam railroads. 

Second. The state taxation of street railways on gross earnings, 
and of express, telegraph, and telephone companies on gross 
receipts. 

Third. The exemption of all corporations from taxation of 
intangible personalty. 

Fourth. The deduction of indebtedness from the tangible 
personalty of domestic corporations only. 

General Property Tax. 

This is assessed locally on the real and personal property of the 
domestic and foreign corporations, except (a) the intangible per- 
sonalty of all corporations, and (6) the whole personal property of 
all telegraph, telephone, and express companies. 

Telegraphy Telephone, Express, and Certain Street-Railway Com- 
panies. 

Telegraph, telephone, and express companies are taxed by the 
towns on their real estate, and by the State, for state purposes, on 
their gross receipts. Practically all the street railways in the 
State are taxed by the State, for state purposes, on their gross 
earnings, and by the towns on their real and personal property. 

Stockholders and Bondholders. 

A stockholder is, theoretically, taxable locally for the difference 
between the market value of each share held by him in a domestic 
or foreign corporation, and the proportionate amount per share at 
which the corporation was last assessed on its property. Few, if 
any, stockholders are taxed, however, because the corporations 
almost invariably fail to furnish the names of the stockholders 
and the information necessary to estimate the proportionate share 
value. 

Bonds of all corporations are taxable to the holders. 

no 
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Foreign Corporations. 

The property in the State of foreign corporations is taxed like 
that of domestic corporations, except that deductions for debts 
are not allowed to foreign corporations. Hence there is an incen- 
tive for corporations doing business in Rhode Island to take out 
charters there. 

Administration. 

The principal state tax officer is the General Treasurer of the 
State, elected every year, whose office is in Providence." 

n. DETAILS AS TO THE CONSTITUTION AND THE 

STATUTES. 

Constitution. 

The only provision of the constitution applicable to taxation is 
in the words that **the burdens of the State ought to be fairly 
distributed among its citizens.'* ^ 

Statutes.*' 

General Property Tax — Local Taxation. 

This is collected locally on the real estate and tangible personal 
property in the State of domestic and foreign corporations, except 

^ Sources of revenue from taxation, etc., in Rhode Island: 

Towns. — (a) General property tax; (6) percentage of gross earnings of certain 
public-service corporations (called ''franchises"); (c) licenses; {d) poll taxes; 
(e) fines; (/) school tax. 

County. — Court fines. 

State. — (a) State general property tax collected by towns; (6) special taxation of 
certain corporations; (c) licenses; {d) charter fees; {e) fines. 

^ Article I, sec. 2. 

cBy "Rev. 1896** is meant "General Laws, Revision of 1896." 

The statutes since then have been consulted. On April 6, 1909, the General 
Treasurer wrote that there were several bills on taxation before the legislature. One 
of these (S. 126) would make quite a change in the taxation of corporations. On 
April 9, 1909, the treasurer wrote that opposition had developed, delaying and pos- 
sibly defeating this bill. On April 15, 1909, one of the board of assessors of Provi- 
dence, R. I., stated that up to and including April 15, 1909, no legislation on taxa- 
tion had been passed. 

The most important Rhode Island decisions as to corporate taxation relate to the 
construction of statutes, and are: Dunnell Manufacturing Co. v. Newell, 15 R. I., 233 
(1886); Rumford Chemical Works v. Ray, 19 R. I., 302 (1895); Newport Illuminating 
Co. V. Assessors, 19 R. I., 632 (1895) ; Petition of Newport Reading Room, 21 R. I., 440 
(1899). The statutes were very peculiar and have now been superseded by Public 
Laws. January Session, 1905, chap. 1246. The decisions construing the old law9 
have probably ceased to be applicable in Rhode Island or elsewhere. See "His- 
torical," in "Comments,*' p. 125, infra. 
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that telegraph, telephone, and express companies (bemg specially 
taxed by the State)" pay' no tax on the personal property used in 
their business.^ 

There is a state property tax of i8 cents on each $ioo based on 
the local valuation of the several towns and cities. Previous to 
1906, the valuation was fixed by the general assembly.*' 

The real property in the State of all corporations, without 
exception, is taxed where situated, like that of individuals. ^ 

Personal Property. 

The tangible personal property in the State of all corporations 
is subject to the local general property tax except the personal 
property used in the business of telegraph, telephone, and express 
companies.* 

The tangible personal property of a manufacturing and mercan- 
tile corporation is taxed where the property is situated on the date 
of assessment/ 



"See pp. 117 et seq., infra. 

ft Street railways are the only other class of the corporations under discussion 
taxed by the State, but these are not exempt from the local proi>erty tax on per- 
sonal property. 

See "Local assessment of steam -and street railways," in "Comments," p. 122, 
infra. 

c Rev. 1896, chap. 29, sec. i; Laws, Jan. 1905, chap. 1246, sec. i, last paragraph. 

The Providence assessors claim that the tendency is for the small towns to keep 
down the valuation so as to pay as little as possible to the State and so as to make 
the cities pay the larger share; and that Providence pays about half the total state 
general property tax. 

d Laws, Jan. 1905, chap. 1246, sec. 2. 

The Providence local assessors say that they assess the land separately from the 
improvements; that by this method the acreage is preserved and taxation of all 
lands made certain; and that a building is not assessed according to its rental value, 
but according to its fair cash value. 

"The main wheels, steam engines, dynamos, boilers and shafts, whether upright 
or horizontal, drums, pulleys and wheels attached to any real estate for operating 
machinery, and all steam pipes, gas pipes, water pipes, ammonia pipes, air pipes, gas 
fixtures, electric fixtures, and water fixtures attached to, and all kettles set and used 
in, any manufacturing establishment, are declared to be real estate when owned by 
the owners of the real estate to which they are attached." (Ibid., sec. 3.) 

See under "Comments," heading "Local assessment of steam and street railroads," 
p. 122, infra. 

«Rev. 1896, chap. 29, sees. 12, 13; Laws, Jan. 1905, chap. 1246, sec. 2. 

Registered owners of vessels three-fourths of whose earnings were received in for- 
eign trade may pay a tax of i per cent on their net earnings in place of all other 
taxes. Rev. 1896, chap. 46, sec. 13. 

/Laws, Jan. 1905, chap. 1246, sec. 4, subdivs. first and sixth. 

The towns fix the date of assessment each year, and the assessment dates all over 
the State differ materially. A corporation can therefore by moving tangible person- 
alty from one State to another, and even from town to town, escape taxation on such 
personalty. 
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"All personal property belonging to the inhabitants of the State, 
whether individusds, copartnerships, or corporations, and all tangible 
personal property located in the State belonging to nonresidents, shall 
be liable to taxation unless otherwise specially provided."^ 

Personal property includes, among other things, debts due from 
solvent persons.^ 

"All fixtures, tools, machinery, stock in livery stables, live stock, farm- 
ing tools, goods, wares, merchandise, and other stock in trade, including 
stock in the business of manufacturing or of the mechanic arts, and all 
other tangible personal property situated or being in any town, in or 
upon any store, mill, dock yard, piling ground, place for sale of property, 
shop, office, mine, quarry, farm, place of storage, manufactory, ware- 
house, or dwelling house therein, belonging to any corporation incor- 
porated by the general assembly or under the laws of this State, shall be 
taxed to such corporation in the town where said property shall be or is 
situated/' "" 

"All merchandise, stock in trade, lumber and coal, stock in livery 
stables, machinery and machine tools, and all other tangible personal 
property being or situated in any town, and belonging to any person, 
* * * or corporation not residing or not located in this State, or 
belonging to persons unknown to the assessors, shall be taxed in such 
town to the person, * * * or corporation owning the same, if known, 
otherwise shall be taxed to the owner, a person unknown to the assessors."* 

Deductions for Debts. 

"No * * * bodies corporate resident of this State shall be liable to 
taxation on personal property except upon the surplus of the ratable 

^Laws, Jan. 1905, chap. 1246, sec. 2. See note c immediately following. 

& Ibid., sec. 5. See note c immediately following. 

c Ibid., sec. 4, subdiv. first, last sentence. Because tangible property, and only 
tangible property, is specifically enumerated in this passage, it has been held by 
Rhode Island officials that no domestic corporation is taxable on its intangible per- 
sonal property, notwithstanding the above provisions for the taxation of all personal 
property of a corporation and for the inclusion in personal property of debts due. 
Consequently, no attempt is made in Rhode Island to tax to a domestic corporation 
its bills receivable or other intangible personalty. The theory is that the intangible 
personalty of the corporation is reached by taxing to the stockholders the difference 
between the market value of the stock and the proportionate amount per share at 
which the corporation was assessed. Consistently with this theory, domestic mutual 
insurance companies, having no stock, are taxed on intangible personalty. Moreover, 
the intangible personalty of a foreign corporation is not taxed either, because all for- 
eign corporations, even though doing business in Rhode Island, pursuant to the state 
regulations, are regarded as nonresidents, and the specific taxation of tangible per- 
sonalty of nonresidents, as provided in above first and third quotations, is held to 
limit the taxation of tangible personalty only to nonresidents or foreign corporations, 

** This interpretation has not been questioned, so far as I know, and there are no 
recent reported court decisions as to same, but our courts have recognized the same 
in numerous judgments against delinquent taxpayers.** (Letter March 29, 1909, 
from city solicitor. Providence, R. I.) 

^ Laws, Jan. 1905, chap. 1246, sec. 4, subdiv. sixth. 
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personal estate owned by such * * * bodies corporate over and 
above their actual indebtedness."^ 

Deductions for debts are allowed in each town in the proportion 
that the personal property in such town bears to the total personal 
property in all the towns. * 

Stockholders — Excess Value of Stock. 

If a corporation "within or without" (domestic and foreign) 
the State is taxed on the value of its real and tangible personal 
property to an amount equal to the market value of the shares, 
the holders of such shares are not taxed; but if a corporation is 
taxed for less than this the stockholder is taxable for the diflFerence 
between the market value of each share and the proportionate 
amount per share at which the corporation was last assessed/ 
In practice, however, few stockholders pay this tax.<* 

A corporation is required to retiun to the assessors the par 
value and the cash market value of its shares, and the proportion- 
ate amotmt per share at which its real estate, machinery, and 
tangible personal property were last assessed.* 

A corporation must fiunish to a town assessor, when requested, 
the amotmt and par value of stock owned in such corporation by 
any stockholder residing in the town represented by such assessor, 
the assessor being obUged to specify the name of the stockholder 

in question./ 

■ ■ * 

o Laws, Jan. 1905, chap. 1246, sec. 4, subdiv. tenth. 

Since foreign corporations are not regarded as " bodies corporate resident " (see con- 
clusion of note c, p. 113), deductions for debts are not allowed to them. 

See under "Comments," heading "Deductions of debts," p. 121, infra. 

& Laws, Jan. 1905, chap. 1246, sec. 4, subdiv. eleventh. 

If a mill, for instance, has $600,000 worth of tangible personal property in Provi- 
dence and $400,000 worth in Warwick, six-tenths of the indebtedness would be 
deducted, in Providence and four-tenths in Warwick. 

c Laws, Jan. .1905, chap. 1246, sec. 4, subdiv. eighth. 

^ Even if an individual returns for taxation stock of a foreign corporation, he can 
escape taxation thereon by claiming that it is taxed in the foreign State. 

< Laws, Jan. 1905, chap. 1246, sec. 7. See under "Comments," heading "Corporate 
excess,'* p. 121, infra. 

/Rev. 1896, chap. 46, sec. 11. See under "Comments," heading "Corporate 
excess," p. 121, infra; also, heading "Historical," p. 125, infra. 
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Bondholders. 

Resident holders of bonds of all corporations, foreign and 
domestic, resident or nonresident, are taxable locally. 

Exemptions. 

A town or city may vote to exempt from taxation for a period 
not exceeding ten years such manufacturing property as may be 
located in it in consequence of such exemption, and also the land 
on which such property is located." This exemption has been 
held as not contrary to the constitutional provision that **the 
burdens of the State ought to be fairly distributed among its 
citizens."^ 

Steam Railroads. 

There is no statutory provision for the special taxation of steam 
railroads either by the State or otherwise. They are taxable only 
with the local general property tax on their real estate and per- 
sonal property, and practically they pay only on their real estate.*' 

Street Railway Companies.^ 

Street-railway companies accepting the provisions of the act* 
pay a minimum tax to the State, for state purposes, of i per cent 
on their gross earnings, proportioned to trackage in the State; and 
whenever the annual dividend is over 8 per cent an additional tax 
rate equal to such a fraction of the excess dividend as the gross 
earnings in the State are a fraction of the whole yearly gross 

° Rev. 1896, chap. 44, sec. 4. One of the board of assessors of Providence claims 
that Rev. 1896, sec. 3, chap. 36, gives the towns authority to omit altogether the tax- 
ation of either real estate or personal property (but not both), the language of the 
section being *' the towns may raise by a tax on real or personal estate, or on both, such 
sums of money," etc.; and that such authority gives the towns a chance to offer 
inducements to manufacturing concerns to locate with them. 

The report of the joint special committee on taxation made to the general assembly 
at its January session, 1896, recommended, among other things, a considerable cur- 
tailment of exemptions. 

^Crafts v. Ray, 22 R.-!., 179 (1900). 

^See "Corporate excess" and ** Local assessment of steam and street railways," in 
"Comments," p. 122, infra. 

^ See under * ' Comments," heading ' ' Street railways, * ' p. 1 23, infra. 

*Iyaws, 1898-99, chap. 580. 

Every street-railway company of importance in the State has accepted the provisions. 

79349—09 9 
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earnings. This is in addition to all special municipal taxes and 
local taxes on real estate and personal property. The com- 
panies accepting the act get a contract, under seal, with the State, 
by which they have the right to increase their capital stock from 
time to time, and their location and right of way in a city or town 
can be revoked or changed only on the approval of the railroad 
commissioner, with the right of appeal to the court from his 
decision. Companies existing at the time the act was passed had 
to accept the provisions thereof on or before October i , 1898. This 
date was afterwards extended to October 16, 1899.** 

Street railways and steam railroads also pay the annual ex- 
penses, including salary, of the railroad commissioner, which 
expenses shall not exceed $4,000 annually. Such expenses are 
assessed on each of such corporations, one-half in proportion to 
its gross receipts in the State and one-half in proportion to the 
length of its main road and branches in the State.* 

A street-railway company, accepting the provisions of the 1898 
act above described, must file with the general treasurer, at the 
time of the payment of the state tax, a certificate showing (a) the 
gross earnings of the company; (6) the amount of any dividend 
paid by it during the preceding year; and (c) the manner in which 
the tax is computed.*' 

The company operating the street-railway system of Providence, 
R. 1. , and in other parts of the State — ^The Rhode Island Company — 
was chartered by a special act passed April 3, igo2,^ This char- 
ter changes for the company the provisions in the 1898 act, 
above described, as to rate, form of certificate of information, and 
procedure relating to increase of capital stock. 

The charter provides, like the 1898 act, that The Rhode Island 
Company shall pay a tax to the State on gross earnings. The 
rate starts at i per cent and increases one-fourth of i per cent 
annually until, on October i, 1905, it reaches 2 per cent, such 2 per 
cent being the rate after October i, 1905. 

At the time of paying the annual state tax the company must 
file with the general treasurer a certificate "setting forth the gross 
earnings of the company upon which such tax is to be paid for the 
year ending the 30th of Jtme next preceding the date of such 

pajrment.*' 

- 

«Laws, 1898-99, chap. 710. 

6 Laws, 1900-1901, chap. 754. 

clbid., chap. 918. 

<I Rhode Island Acts and Resolves, January and December, 1902, p. 141. 
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« 

The street railways in Providence also pay to the city for the 
use of the public streets, etc., 5 per cent of the gross earnings in 
Provid^ice." 

Street railways pay also the local general property tax^ on their 
real and tangible personal property. * 

Telegraph, Telephone, and Express Companies. 

Telegraph, telephone, and express companies, domestic and 
foreign, pay annually to the State for state purposes i per cent of 
their gross receipts from business done within the State. This 
takes the place of all other taxes upon the lines and personal 
property used exclusively in the telephone and telegraph business, 
and upon the personal property used exclusively in the express 
business.^ 

The Providence Telephone Company also pays to the city of 
Providence 3 per cent of its gross earnings in Providence.* 

°' Charter and Special Laws, City of Providence, 1901; 1908 Report of Providence 
City Auditor, p. 52. 

While the items in the auditor's report are given as gross earnings of the Union 
Railroad Company and of the Providence Cable Tramway Company, all the taxing 
officials in Providence stated, in January, 1909, that the entire street-railroad system 
in the city was controlled by The Rhode Island Company. 

Other public-service corporations liable to payment of tax on gross earnings to 
Providence city (as per said Charter and Special Laws, 1901, and 1908 Providence 
City Auditor's Report) are the Narragansett Electric Lighting Company (5 per cent), 
the Providence Gas Company (3 per cent), and the Providence Telephone Company 
(3 per cent). 

"Special franchise taxes may be imposed by the cities and towns upon any of the 
quasi-public corporations in return for an exclusive franchise. These taxes are 
imposed under a law passed in 1891, and contracts have been entered into by many of 
the cities and towns in which electric-light, gas, and street-railway companies are 
located. The rate of taxation varies from i >^ to 5 per cent upon the gross earnings of 
such companies." (State of Rhode Island and Providence Plantations at the End of 
the Century: A History; edited by Edward Field, 1902; Vol. Ill, p. 252.) 

& The whole tax paid by The Rhode Island Company, then, would be made up of the 
following items: Local property tax on real and personal property, local g^oss-eam- 
ings tax at 5 per cent, state gross-earnings tax at 2 per cent, excess rate of gross- 
earnings tax to State as per any excess over 8 per cent dividend, and a small con- 
tribution toward the expenses of the railroad commissioner. 

c The tracks and wires of a street railway are considered real estate, and the tangible 
personal property consists mainly of such cars as are stored in car bams within the 
limits of the cities or towns. 

''Rev. 1896, chap. 29, sees. 12, 13. 

« Charter and Special Laws, City of Providence, 1901 ; 1908 Report of Providence 
City Auditor, p. 52. Other public-service corporations paying a gross-earnings tax to 
the dty of Providence are the Providence street-railway system, the Narragansett 
Electric Lighting Company, and the Providence Gas Company. (Ibid.) 

All towns and cities may tax, for use of streets and highways, telephone and street 
railway companies, and companies formed for the distribution of water, gas, and 
electricity. (Rev. 1896, chap. 77.) 
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Foreign Corporations. 

The real estate and tangible personal property of foreign cor- 
porations are taxed where situated, except the Unes and personal 
estate used in the business of telegraph and telephone companies, 
and except personal estate used in the express business.** There 
is no other tax on foreign corporations except the special one, 
above mentioned, on telegraph, telephone, express, and street- 
railroad companies doing business in the State. These are taxed 
like similar domestic companies. A foreign corporation is really 
taxed in the same manner as domestic corporations, except that 
no deductions for debts are allowed a foreign corporation.^ 
Resident stockholders are taxable for shares in a foreign corpora- 
tion,*' and such taxation is not barred by the assessment of a 
franchise tax for the privilege of existence in the State where the 
foreign corporation is located. "^ 

ni. FINANCIAL RESULTS. 

ToTAi* State Recbipts Classified as to Revenue prom Corporations, Other 
Special Taxes and Receipts, and General Property Tax, and Showing 
Portion Distributed to Cities and Towns, Year ended December 31, 1908. « 

Total state receipts, all sources $2, 283,046.59 

Special taxes on corporations: 

Institutions for savings/ $447t 33i- 99 

State insurance companies g 130, 301 . 23 

Foreign insurance companies ^ 144, 266. 14 

Street-railway companies »' 87, 101.67 

Salary and expenses of railroad commissioners^ __ 4, 000. 00 

Telephone companies* 10, 761. 63 

Telegraph companies * 75i-30 

Express companies* 606. 71 

Corporation charter fees 31,649.40 

Total state receipts from corporations 856, 770. 07 

oLaws, 1905, chap. 1246, sec. 2, and sec. 4, subdiv. sixth. 

& Ibid., subdiv. tenth. 

See "Deduction of debts from tangible property," in "Comments," p. 121, infra. 

c Ibid. , subdiv. eighth. A holder of stock in a foreign corporation can escape taxation 
thereon by claiming that his stock is taxed in the foreign State. 

^ Rhode Island Hospital Trust Co. v. Tax Assessors, 25 R. I., 355 {1903). 

« State Treasurer's Report, 1908. 

/ Forty cents on each $100 of deposits and on each $100 of reserve profits. 

ff Two per cent of gross premiums and assessments. (Except those collected in 
other States in which the company is liable for a tax.) 

* Two per cent of gross premiums and assessments collected in State. 
i Based on annual gross earnings. 

i Paid by steam and street railroads. 

* Based on gross receipts from business in the State. 
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Other special taxes and receipts; 

Town councils (liquor licenses, etc.) $i37, 855 • 49 

Commissioners of shell fisheries 92, 867. 65 

Automobile and motor-cycle licenses, etc 32, 030. 50 

Sundry licenses, income from state institutions, 

etc 100,677.76 

Fees, fines, costs, etc., from jailers and supreme 

and district courts 56,012. 19 

School-fund dividend 9i437- 18 

Proceedsof notes 100,000.00 

Interest on deposits and loan accounts 10, 538.15 

Total special taxes and receipts not from 

corporations 539»4i8. 92 

Less school-fund dividend distributed to towns 9, 437. 18 

$529, 981. 74 



Total special taxes and receipts for state purposes i, 386, 75 1 . 8 1 

State's share of general property tax «_ $886, 857 . 60 

Less distribution to towns for public schools, etc. 6 1 19, 918. 62 

766, 938. 98 

Total state revenue for state purposes 2, 153, 690. 79 

Total state receipts distributed to cities and towns 129, 355 . 80 

Total state receipts, all sources 2,283,046.59 

Per cent of total state receipts derived from corporations 37*53 

Per cent of state revenue for state purposes derived from corpora- 
tions 39- 78 

Per cent of state revenue for state purposes derived from all special 
taxes and receipts 64.39 

It will be seen that the state taxes from financial corporations 
are seven times as large as the state taxes from street-railway, 
telegraph, telephone, and express companies. 

Rhode Island presents a peculiar feature not found in other 
States. It is a small State, containing a large city (Providence) ; 
the result is that approximately half of the state revenues under 
the general property tax come from one city. The property tax 
collected in Providence was, in the year ended June 30, 1908, 
$3,837,848.85. Again, the taxes paid by corporations specially to 
the city of Providence, in certain cases, amount to more than they 
pay to the State. The items are: 

Street railway system of Providence (5 per cent of gross earnings) $84, 605. 09 

Narragansett Electric Lighting Company (5 per cent of gross earnings). 42, 774. 37 

Providence Gas Company (3 per cent of gross earnings) 28, 64 1. 16 

Providence Telephone Company (3 per cent of gross earnings) 18, 784. 76 

Total 174,805.38 

a $415,039.38, or nearly one-half of the total amount, was paid by Providence. 

6 Of the total amount, $129,355.80, distributed to the towns for public schools, 
evening schools, and school apparatus, only $9,437.18 came from dividends on the 
school fund, the remainder being appropriated out of the general treasury. Part of 
it, therefore, came from corporation taxes. 
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It will be noticed that where there is aay special taxation of 
corporations, both by the State and by Providence city, it is based 
on gross earnings or gross receipts, except the taxation of institu- 
tions for savings, where the basis is deposits. 

IV. COMMENTS. 
Inadequate Revenue. 

In his report for the calendar year 1908 the general treasurer 
says: 

Heretofore a depleted treasury has been replenished by an increase in 
the rate of the state tax or by a revaluation of real and personal property 
by a state board. The former has now reached a figure that towns and 
cities regard as the limit they should be called upon to pay, and a state 
board of valuation is open to many objections. 

***** 4t 4e 

Rhode Island is reputed to be one of our wealthiest States. As three- 
fourths of the state tax is levied and collected upon real estate, it follows 
that a large proportion of its personal wealth remains untaxed. This 
class of property will, no doubt, continue to escape its share of the public 
burden until some plan is devised to make it more apparent and tangible 
for assessment and taxation. 

I can not emphasize too strongly the necessity for more revenue. It 
is futile to contend that the State can get along by practicing rigid econ- 
omy or reducing appropriations to a minimum, for as the State grows, 
expenses increase and improvements, which must be made, necessarily 
add to the demands upon its resources. 

If in the opinion of the general assembly it is unwise or unadvisable at 
this time to raise the tax rate or the valuation of real property, the most 
pressing and important matter for its consideration is to find new sources 
by which receipts may be increased without imposing undue burdens 
upon the people.^ 

Upon this same subject the governor of Rhode Island recently 
said: 

The increase in municipal and state indebtedness * * * renders 
the question of a proper system of taxation a more serious one each year. 
There are, to my mind, few probliems of greater importance to this State 
than this subject of taxation. Many influential and thoughtful citizens 
are firm advocates of a change in method, and the question arises whether 
some departure from the present system is not expedient and practicable.^ 

Other New England States are now deriving considerable reve- 
nue from the special taxation of corporations. Another source of 
revenue not made use of in Rhode Island is the almost imiversal 
inheritance or succession tax. Rhode Island is the only State in 
New England, and indeed one of only nine States in the Union, 

« Report of General Treasurer, 1908, pp. lo-ii. 

& Extract from message of Governor A. J. Pothier to the general assembly at its 
January session, 1909. 
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without such a tax. In 1896 a taxation committee report to the 
general assembly recommended a collateral inheritance tax.* 
Rhode Island also has no special state tax on steam railroads. 

Deduction of Debts from Tangible Personalty. 

In Rhode Island actual indebtedness is deducted from the value 
of the tangible personal property of residents only. No doubt 
much revenue is missed by Rhode Island through this practice of 
allowing deductions for indebtedness. Since a foreign corporation 
is deemed in Rhode Island to be a nonresident, deductions for 
debts are not allowed to it. 

There is, therefore, a strong incentive for incorporating in Rhode 
Island, and most of the large corporations doing business in Rhode 
Island have done so. 

There is also a chance for escaping taxation on tangible per- 
sonalty on the part of a domestic corporation by temporarily 
issuing bonds, and by setting these bonds oflf against tangible 
personal property on the date of assessment, and by calling in 
the bonds after they have served their piupose of deduction. 

Vermont also allows the deduction of debts from the tangible 
personalty of a corporation, but the practice is disapproved by 
the Vermont Tax Commission in its report for 1908.'' 

" Corporate Excess." 

It has been shown that the State of Rhode Island secures very 
little revenue from corporations generally, save indirectly through 
the local property tax; and it is obvious that a system of corporate 
taxation which stops there is inadequate. The value of capital stock 
over and above the corporation's taxed real estate and personal 
property (corporate excess) is not taxed to the corporation itself; 
and, while it is supposed to be collected locally from the stock- 
holders, few, if any, stockholders are really taxed on their shares. 
There are, on the blank rettuns of a domestic corporation, queries 
relating to the corporate stock and the proportionate amount per 
share at which the real estate, machinery, and tangible property 
were last assessed. The Providence board of assessors say, however, 
that these queries are seldom answered. Instead, a form of reply 
like the following is invariably used by an officer of the corporation : 

To the best of my knowledge, information, and belief, said corpora- 
tion is taxed in its corporate capacity for an amount equal to the value 

a Report of joint special committee on taxation made to general assembly in 1896., 
ft At p. 49. 
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of .its real estate and tangible personal property. But whether said 
corporation is taxed to an amount equal to the market value of its 
shares is unknown to me, and neither do I know how to obtain the 
information. 

The only means provided by law for ascertaining what stock- 
holders are liable for this tax is through inquiries by assessors 
specifically naming the supposed stockholders. Only those per- 
sons could be inquired about who volimtarily returned their 
holdings, or who, for some reason, were supposed to hold stock. 

A Rhode Island judge has said, in reference to the taxing of 
stock to the individual stockholders: 

That a large amount of property does, in fact, escape taxation under 
the system is matter of common knowledge, corporations not being 
required to make returns to the assessors of the amount of stock held 
by individual stockholders, unless specially requested so to do. But 
this is a matter where the remedy lies solely with the general assembly.^ 

This omission in Rhode Island to tax to the corporation the 
corporate excess is especially noticeable in the case of steam 
railroads. Other States derive considerable revenue from the taxa- 
tion of the State's proportion of this corporate excess as to large 
railroad systems going through the most populous and most val- 
uable parts of the State. Connecticut, for instance, reaches the 
corporate excess value of railroads by taxing the sum of the railroad 
indebtedness and the market value of the stock, deducting only 
real estate not used in the railroad business and locally taxed. * 
The Rhode Island system practically taxes steam railroads on 
real estate only, assessed locally. 

Not only is the corporate excess of all corporations exempt 
from taxation to the corporations in Rhode Island, but the 
intangible personalty of all corporations is exempt also; and, 
further, the tangible personalty of domestic corporations is cut 
down by allowances for indebtedness. 

Local Assessment of Steam and Street Railways. 

The Providence board of assessors explain their method of 
assessing steam railroad property as follows : 

The real estate is assessed by platted lots as if belonging to 
individuals. Then the trackage is assessed at $i per foot for 
every foot of track,*' whether the lines are single or more. This 

« In re Newport Reading Room, 21 R. I., 440 (1899). 

ft Connecticut gets over one- third (over $1,000,000) of its special corporate taxation 
from railroads operating through that State, most of which is paid by the New York, 
New Haven and Hartford Railroad. 

cThis is a valuation, of $5,280 per mile. 
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value does not cover much more than the cost of the rails. The 
ties are not included, because they require constant repair. Then 
the bridges that carry the rails (overhead bridges) are taxed to 
the railroad. Bridges over railroads (with the entire road under- 
neath), although constructed by the railroad, are not taxed to 
the railroad, nor, indeed, to anyone, such bridges being regarded 
(under a decision of the Providence city solicitor) as belonging to 
the public highways. 

Railroad buildings are taxed as real estate, a fair value on the 
cost of the buildings being assessed. Railroads use the same form 
of return as individuals. 

No attempt is made to assess the personal property of a steam 
railroad, such as its rolling stock, because it is difficult to get at 
something that is continually on the move and because there is 
no statutory provision as to proportionate mileage. The rolling 
stock of street railways is, however, assessed, at least so far as 
it is stored in car bams within the city limits. Street railway 
rails and tracks are assessed as real estate. 

The state treasurer stated in January, 1909, that the steam rail- 
roads would much prefer a definite state tax on their whole property 
rather than the uncertain local assessments, differing in different 
towns according to the individual opinions, and even personal 
feelings at times, of the many assessors. 

Car Companies. 

Other corporations not now reached by special corporate taxa- 
tion in Rhode Island are car companies, such as sleeping-car and 
refrigerator-car companies. While the principal railroad in Rhode 
Island, the New York, New Haven and Hartford, owns cars of 
this class running in that State, yet, as has been shown, the roll- 
ing stock of the steam railroads is not taxed by the State, the 
assessors being unable to locate it. The board of assessors of 
Providence state, however, that there are probably not over 65 
miles of trackage in Rhode Island on which palace and refrigera- 
tor cars run. 

Street Railways — The Rhode Island Company. 

Previous to the passage of the act of 1898 (chap. 580), street- 
railway companies in Rhode Island were taxed locally on tangible 
property, and a certain percentage of their gross earnings (pro- 
portioned to mileage) was exacted, at least in Providence, for the 
use of the streets and public highways. 
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The act of 1898 providing for a gross-earnings tax on street 
railways made no provision for returns to a state officer, and the 
burden of ascertaining the annual gross earnings rested upon the 
general treasurer of the State. On November 21, 1901, however, 
an act was passed requiring street railways to file with the gen- 
eral treasurer a sworn statement setting forth (a) the gross earn- 
ings of the company, (6) the amoimt of any dividends paid dur- 
ing the preceding year, and (c) the manner in which the tax paid 
at the time is computed. 

On April 3, 1902, an act was passed granting a special charter to 
The Rhode Island Company, a company formed for the piupose of 
controlling the principal street-railway lines of Rhode Island. 
Under this special charter The Rhode Island Company secured 
two principal advantages over a company accepting the provisions 
of the act of 1898, namely, freedom from the necessity of making 
a detailed annual report to the state treasurer and ability to 
increase capital stock at will. 

Under this special charter The Rhode Island Company need not 
go into details when making return of gross "earnings." The 
following is a copy of the statement of The Rhode Island Company, 
filed with the state treasurer in 1 908 : 

Providence, R. I., September 30, igo8. 

The Rhode Island Company hereby certifies that the gross earnings of 
the company, upon which the tax to the State of Rhode Island is to be 
paid for the year ending the 30th day of June next preceding the date 
hereof, were $4,194,503,23. 

When the method of computation is not given, "earnings" 
might have several meanings. The term "gross earnings" is 
much more indefinite than * ' gross receipts. ' ' The general treasurer 
of the State says that the amount of gross earnings returned by 
The Rhode Island Company has increased every year since 1902, 
the date of the special charter. 

The Rhode Island Company is, like any other street railway 
company, liable to the payment of all proportionate excess over 
8 per cent dividend. No such excess has ever been paid by it to 
the State. 

The tax paid to the State by The Rhode Island Company for the 
year ending June 30, 1908, was $83,890.06, 'which is 2 per cent on 
the $4,194,503.23 reported by said company as its " total earnings " 
for that year. 
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Historical* 

"Corporate forms of industry increased rapidly in number and char- 
acter between 1830 and 1850. '* * * The character of a corporation 
as a legal person for purposes of taxation began to be more clearly under- 
stood. When, ther^ore, in 1855, the tax laws were codified, bodies cor- 
porate as well as individuals were required to make a personal return of 
their ratable property. * * * 

"It was evident that from the clauses requiring a personal return from 
corporations the inference might be drawn that corporations were to 
be taxed for both real and personal property, while the clauses defining 
personal property implied that stockholders should be taxed for the 
value of their stock. If so, both the real and personal property of corpo- 
rations would be twice taxed. The courts, however, decided in the 
American Bank case** that the personalty of a corporation was repre- 
sented by its stock and could alone be taxed to its stockholders at their 
residence. In a codification of the laws made in 1857 an attempt was 
made to assist the assessors on these indefinite points in the law. It was 
provided that no shareholder should be deemed liable for taxation for 
shares held in corporations within the State which in their corporate 
capacity were taxed for the amount of their capital stock. In 1872 the 
words were changed so that shareholders were not taxable for shares 
held in corporations which in their corporate capacity were taxed for the 
amount of their corporate property."'' 

The laws of the January, 1905, session provided for the taxa- 
tion of shareholders on the difference between the market value 
of each share and the proportionate amount per share at which 
the corporation was last assessed. There has never been, and 
there is not now, a practical means of reaching stockholders, and 
they are, as stated elsewhere, seldom taxed. 

The laws of 1905 are also construed to require the taxation of 
not only the real estate, but also the tangible personalty of all 
corporations except the personalty of certain corporations specially 
taxed by the state. 

"The State imposed no corporation taxes until 1881, the taxes imposed 
in 1863 being an incorporation tax or a fee for the issue of a charter at the 
niinimum rate at present of $100 for corporations with a capitalization of 
$100,000 or less and $100 additional for every $100,000 of additional capi- 
talization. The most important corporation taxes are levied by the locali- 
ties, the steam railroads pa)dng only a real-property tax to each separate 
town through which they pass. The peculiar compactness of the terri- 
tory of the State and the solidarity of its interests would seem to have 
made it a field particularly adapted for some forms of corporation tax 
which, either like that of Massachusetts or New Jersey, would have 

«The American Bank v. Mumford, 4 R. I., 478. 

6 Notes from publication entitled "State of Rhode Island and Providence Planta- 
tions at the End of the Century: A History," edited by Edward Field, published by 
the Mason Publishing Company, Boston and Syracuse, 1902; Vol. Ill, pp. 247^ 248. 
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furnished a large portion of the state income. But the diversity of 
interests between the cities and the towns, which in the eighteenth 
century was illustrated in the struggles between the commercdal and 
agricultural interests, has resulted in the latter part of this century 
in a system of unjust tax laws relating to corporate property and has 
not been without its effect in preventing the enactment of any laws 
imposing an adequate state corporation tax."® 
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I. GENERAL VIEW. 
Chief Features. 

The features of the taxation system in this State are three : 

First. The collection of the state taxes independent of the towns, 
there being no state general property tax. 

Second. The privilege to holders of intangible property of pay- 
ing to the State a low uniform tax thereon instead of the local 
property tax. 

Third. The unique method of estimating the value of steam and 
street railway property, on a basis of funded and floating indebt- 
edness and market value of capital stock. 

Separation of Sources of State and Local Taxes. 

No part of the tax collected locally on real and personal property 
is paid into the state treastiry. State revenue is obtained prin- 
cipally from the special taxation of transportation, transmission, 
and financial corporations, from the taxation of inheritances, and 
from the *' chose-in-action " tax — a special tax at a low uniform 
rate on any ''bond, note, or other chose in action,'' a tax optional 
on the holders thereof, but nevertheless usually paid, being an 
alternative to paying the much higher local rates. 

Steam and Street Railroads, Express, Telegraph, and Telephone 
Corporations. 

Such corporations doing business in the State are specially taxed 
by the State for state purposes, the basis of taxation being as 
follows: Steam and street railroads, on market value of stock, 
plus fimded and floating indebtedness; telegraph and telephone 
companies, on wire mileage and telephone transmitters; express 
companies, on gross receipts. The towns also tax the above cor- 
porations on their real property, except that used in the railroad 

and express business. 

127 
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Manufacturing and Mercantile Corporations.^ 

The whole property in the State of all such corporations is 
reached locally with the general property tax, like the property of 
individuals. These companies can, however, like individuals, pay 
the state tax on bonds, notes, and other choses in action owned by 
them, in Ueu of the local property tax thereon. 

General Property Tax. 

No part of this is paid to the State. The towns collect it on the 
real property of all corporations doing business in the State, except 
on the real estate used in the business of steam and street railroads 
and of express companies. The towns collect it also on the 
personal property in the State of all corporations doing business in 
the State, except on the whole personal property of steam and 
street railroads, express, telegraph, telephone, and financial com- 
panies, and except that intangible personal property on which the 
state tax given next below has been paid instead of the local 
property tax. 

** Chose-in-Action " Tax. 

A holder of a ** bond, note, or other chose in action " may escape 
the local general property tax on such intangible property by 
paying, instead, to the State a tax at the rate of $4 a year on the 
thousand. 

Stockholders and Bondholders. 

No stock is taxed to the stockholder in Connecticut, the assump- 
tion being that the stock of foreign corporations is taxed in the 
home State, and that the property of domestic corporations is 
taxed to the corporation itself. Bonds of railroads and street 
railways operating in the State are not taxed to the holders, and 
the holders of other bonds may pay thereon either the chose-in- 
action tax above described or the much higher general property tax* 

Foreign Corporations. 

The property of foreign corporations in Connecticut is taxed in 
the same manner as that of domestic corporations, except of 
foreign insurance, assessment, and surety companies. 

<» Corporations organized under the general law are often referred to io Connecticut 
as ''joint stock companies." 
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Administration. 

The principal officer is the State Tax Commissioner, at Hartford, 
and there is a state board of equalization, composed of the treas- 
urer, comptroller, and tax commissioner. The Tax Commissioner 
is appointed by the Governor for a term of four years.** 

n. DETAILS AS TO THE CONSTITUTION AND THE 

STATUTES. 

Constitution. 

"All men, when they form a social compact, are equal in rights, and no 
man or set of men are entitled to exclusive public emoluments or privileges 
from the community."* 

Statutes.* 
Real Estate. 

The towns tax the real property in the State of all corporations 
whatsoever, except the real estate used in the business of steam 
and street railways and of express companies. 

** Sources of revenue from taxation, etc., in Connecticut: 

Towns. — (a) General property tax; (6) polls; (c) school tax; {d) towns* share of 
state tax on certain financial corporations; (e) towns' share of tax on national-bank 
stock owned by nonresidents, collected by State; (/) towns' share of liquor licenses 
collected by county commissioners (90 per cent of the liquor licenses is paid to the 
towns) ; (g) other licenses and fines; (h) street railway tax (this obtains only in Hart- 
ford, and is 2 per cent of the gross receipts). 

Counties. — (a) A small county tax on the towns, as determined by county legis- 
lators on the recommendation of the county commissioners, usually not over 25 cents 
on the thousand dollars; (b) 10 per cent of liquor licenses (the county in Connecticut^ 
as in the remainder of New England, does not play a very important part in the 
affairs of the State as compared with the towns). 

State. — (a) Military commutation tax (both a military commutation tax and a poll 
tax are not collectible from one person; if he pays one, he does not pay the other. 
The former is paid by citizens of Connecticut between the ages of 18 and 45; the lat- 
ter by citizens between 45 and 70, and by other than citizens between 2 1 and 70) ; 
(^) state taxes on transportation, transmission, and financial corporations; (c) fines, 
forfeitures, etc.; (d) inheritance tax; (e) chose-in-action tax; (/) incorporation fees. 

** Art. I, sec. i. 

^ The references to " Rev. Stats." mean the General Statutes of Connecticut, revision 
of 1902. 

The statutes since then have been consulted. On April 20, 1909, the State Tax 
Commissioner wrote that up to that date no legislation on the taxation of corpora- 
tions had been enacted by the present session of the legislature 
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Real estate, including mills,** stores, distilleries, and buildings 
for manufacturing purposes is set in the list at (in theory) its true 
and actual valuation,* and is taxed in the town or other taxing 
district where located.*' The real estate in any school district is 
taxed also by the district.^ When quarries, mines, and ore beds 
are owned by a corporation *' the whole stock, property, and fran- 
chise" are taxed '*in the town where such quarry, mine, or ore 
bed is/'*' 

Personal Property, 

The towns tax also the personal property in the State of all 
corporations except that of steam and street railroads, express, 
telegraph, telephone, and financial corporations. 

Tangible Personal Property. 

Permanently located personal property is taxed in the town 
where located, and movable personalty is taxed at the corpora- 
tion's place or places of business./ The property of any trading, 
mercantile, manufacturing, or mechanical business is assessed 
locally in the name of the owners where the business is carried 
on. The average amoimt of goods kept on hand for sale dtu*ing 
the year, with provisions for a portion of the year, is the rule of 

» Water power used by its owner is assessed as incidental to machinery operated 
by it. When such power is leased from its owner its valuation is based upon its 
net rental, and when the water furnishing the power is located outside the town 
where the power is used the agricultural value of the land occupied by the water 
is deducted, the land being assessed where located. Rev. Stats., sees. 2344-2345. 

Water power available to owner for running his mill, although not actually used, 
held to be "used by its owner" within meaning of that expression in sec. 2344. 
Water power "used by its owner** for running his own mill is valued as incident 
to machinery, while water power "leased from its owner*' is valued as a thing apart 
and upon the basis of its net rental. The Hazard Powder Co. v. Town of Enfield, 
So Conn., 486 (1908). 

General purpose of sees. 2344-2345 is to prescribe the manner in which and place 
where owners of water power shall be assessed for it. 

& Rev. Stats., sec. 2322. 

<5 Ibid., sec. 2329, as amended by Acts 1907, chap. 184; Rev. Stats., sec. 2342. 

d Ibid., sec. 2415. 

« Ibid., sec. 2322. 

/Ibid., sec. 2329, amended by Acts of 1907, chap. 184. 

The 1907 amendment made a very important change in the situs of the taxation 
of tangible personal property of a foreign corporation doing business in Connecticut. 
Previous to the amendment such property was taxable only a't the corporation's 
principal place of business or at the place where it exercised its corporate powers. 

Underground pipes of a water company are taxable as personal property in the 
town where the company is located and does business. Field v. Guilford Water 
Co., 79 Conn., 70, 71 (1906). 
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assessment.* School-district taxes are levied upon a manufac- 
turing or mechanical business located or carried on in such dis- 
trict, and also upon a mercantile business carried on in such 
district by any person or persons not residing in the town in 
which the district is situated. * 

All registered and enrolled sailing vessels and barges engaged 
in interstate trade, and every kind of vessel engaged in foreign 
trade, are taxed as personal property, the assessment being made 
not on the actual valuation, but on the basis of the net earnings. « 

Intangible Personal Property. 

The items under this head, as set forth in the statutes, <* are 
notes, bonds, and stocks not issued by the United States, moneys,* 
credits, choses in action, and interests in goods, chattels, and 
effects, but not including money or property actually invested 
in merchandise or manufacturing carried on out of the State. 
Of these items, shares of stock are not taxed to the holders in 
Coimecticut, the assumption being that the stock or property 
represented by it is otherwise taxed,/ nor are bonds of a railroad 
company operating in the State.^ 

The remainder of the items (comprehended, perhaps, in the 
temi ** moneys,* credits, and certain seciu-ities ") are taxable to 
individuals and to the corporations subject, like individuals, to 
the general-property tax, such as manufacturing and mercantile 
corporations. A special provision is that '* merchants shall also 
be liable to be assessed for any amount due them from responsible 
persons beyond habihties.*' * 

If the owner of real estate in Connecticut has borrowed money 
and secured the loan by a mortgage on the real estate, he gets 

^ Rev. Stats., sec. 2342. 

See tinder "Comments," heading "Valuations by taxing officials — Manufacturing 
and mercantile corporations," p. 142, infra. 

^ Rev. Stats., sec. 2415. 

c Ibid., sec. 2324. 

^ Rev. Stats., sec. 2323. 

^ Money in excess of $100 on deposit other than in savings banks is taxable, and 
money deposited in any other State is taxed to the resident owner. See under 
"Comments," heading " Chose-in-action tax," p. 146, infra. 

/Rev. Stats., sec. 2329, amended by Acts of 1907, chap. 184. 

Lockwood u Weston, 61 Conn., 211 (1891). 

aOsbom V. N. Y., N. H. and H. R. R. Co., 40 Conn., 496 (1873). 

*Rev. Stats., sec. 2342. 

While this provision mentions "merchants" only, the practice is to tax the 
manufacturing and other corporations subject to the general property tax in the 
same manner as merchants. See under " Comments," heading " Valuations by taxing 
officials — Manufacturing and mercantile corporations," p. 142, infra. 
79349—09 10 
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no deduction from the assessed value on accotmt of such mort- 
gage. The practice is to assess the property as it stands, and 
sometimes the assessors take the amotmt of the mortgage as the 
first item of the property's value, and then add the equity. The 
lender is exempt from taxation on this mortgage to an amount 
equal to the assessed value of the mortgaged land, provided the 
borrower has agreed to pay the taxes. The excess of such loan 
over the valuation x>i the real estate is taxed to the lender in 
the town where he resides.** When the borrower has not agreed 
to pay the taxes on the mortgage loan said loan is taxed to the 
lender, but only in the town where the real estate is situated. ^ 

A resident debtor may, on application to the town board of 
reUef, have the amount of the debt deducted from his tax list, 
provided such debt is assessed to the creditor, and provided such 
debt is not secured by mortgage on real estate in Connecticut. *" 
This section is applied specifically to "merchants."^ No greater 
amoimt of indebtedness shall, however, be deducted than the 
assessed valuation of the property for which such indebtedness 
may have been contracted. * 

State Taxation of Intangible Personal Property — " Chose-in-Action'' 
Tax. 

"Any person may take or send to the office of the treasurer of this State 
any bond, note, or other chose in action, or a description of the same, and 
may pay to the State a tax of 2 per centum on the face amoimt thereof for 
five years or, at the option of such person, for a greater or less number 
of years at the same rate,'* [i. e., annual rate of $4 per $i,ooo]. * * * 

The treasin-er makes an indorsement or gives a receipt for the 
tax, describing the bond, note, or other chose in action, and certi- 
fying the period when it is exempt from taxation. He keeps a 
record of such indorsements, receipts, and descriptions, the names 
and addresses of the persons presenting, and the date of registra- 

« Rev. Stats., sec. 2319. 

6 Ibid., sec. 2323. 

See under "Comments," heading '* Chose-in-action tax," p. 146, infra. 

c Ibid., sec. 2349. 

^ Ibid., sec. 2342. 

The practice is to tax manufacturing and other corporations subject to the gen- 
eral property tax in the same manner as merchants. See, under "Comments," head- 
ing "Valuations by taxing officials — Manufacturing and mercantile corporations, " 
p. 142, infra. 

« Ibid., sec. 2351. 

Except in the case of " merchants" the unsecured indebtedness must have been con- 
tracted for property which is afterwards set in debtors' list and made assessable 
Skilton V. Colebrook, 76 Conn., 671 (1904). 
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tion. On or before November 10 each year he mails to the town 
clerks where the persons reside a copy or description of his records 
showing registrations before October i last preceding. Such 
bonds, notes, or other choses in action are exempt from all taxa- 
tion in the State during the period for which the tax is so paid." 

Steam Railroads. ^ 

Steam railroads located in Connecticut (domestic and foreign) 
pay to the State, for state purposes, i per cent of the market 
value, on a given date, of the capital stock and i per cent of the 
par value of the railroad's funded and floating indebtedness, or 
if the indebtedness is less than par, then i per cent of the de- 
termined value of said indebtedness. '^ Taxes locally paid upon 
real estate not used for railroad purposes are deducted.^ This 
pajnnent is in lieu of all other taxes on the franchises, fimded and 
floating debt, and property of railroads in the State. ^^^ 

When only part of a railroad lies in the State, the company pays 
on a fraction of the valuation determined by the ratio of the 
length of the road in the State to the entire length. * This is held 
not to be unconstitutional as a tax on interstate commerce./ 
Branch roads in the State whose value is less than one-fourth the 
average value of the trunk road are not included in the aforesaid 
valuations and lengths, these paying i per cent on their determined 
value. * 

The valuation of stock and indebtedness^ is determined by the 
state board of equalization, specific deductions being provided by 
law as follows: 

(a) The value of indebtedness held in trust for said company as 
a part of any sinking fund belonging to it.^ 

(b) Stock or bonds issued or indebtedness incurred for the 
acquisition of stock, bonds, or other evidences of indebtedness of 



<* Rev. Stats., sec. 2325, as amended by Acts 1907, chaps. 160, 253. 

See under "Comments," heading " Chose-in-action tax," p. 146, infra. 

&See "Connecticut system of taxing railroads," in "Comments," p. 141, infra. 

c Rev. Stats., sec. 2424. 

<* This has been held to exempt resident holders of bonds of a railroad located in the 
State. Osborn v. N. Y., N. H. and H. R. R. Co., 40 Conn., 496 (1873). Stock of a 
railroad located in the State is also exempt to resident holders. 

« Rev. Stats., sec. 2425. 

See under "Comments," heading "Valuations by taxing officials — ^Railroads/* 
p. 144, infra. 

/State V. N. Y., N. H. and H. R. R. Co., 60 Conn., 326 (1891) 
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any other railroad company or street-railway company which is 
wholly or partly in the State. * 

(c) Stock issued or indebtedness incurred for the construction 
or permanent improvement of a railroad in any other State which 
is not a part of its own road.* 

(d) Stock issued and indebtedness incurred for the stock or 
indebtedness of railroads outside the State.* 

{e) Stock issued and indebtedness incurred for the stock or 
indebtedness of any steamboat company operating a Une of steam- 
boats in connection with the line of the railroad company.* 

The shares of stock of railroads and street railways doing busi- 
ness in the State are not taxed to the holder, and the same is true 
as to bonds.*' 

Street Railways. 

"The existing statutes with regard to the taxation of railroads shall 
apply, extend to, and include all street railways of every description. "'^ 

The Hartford Street Railway Company (now The Connecticut 
Company) *' shall pay into the city (Hartford) treasiuy each year 
2 per cent of its aimual gross receipts of fares * * * luitil such 
time as the state law shall be so changed as to provide that taxes 
of street-railway companies shall be paid locally instead of to the 
State; and in case of such change in the law, the company shall 
pay annually to the city any deficiency in the amount of said 
taxes from the amount of said 2 per cent on the receipts aforesaid."* 

oActs, 1905, chap. 247; 1907, chap. 204, sec. i. 

& Rev. Stats., sec. 2427, as amended by Acts 1903, chap. 173. 

<:Ibid., sec. 2424. 

Osborne v. N. Y., N. H. & H. R. R. Co., 40 Conn., 496 (1873). 

<*Ibid., sec. 2432. 

« Resolution of Court of Common Council of the city of Hartford of March 19, 1894. 
The provision in section 2432, above quoted, that street railways shall be taxed in the 
same manner as steam railroads, would prevent local taxation of street railways 
except by authority of a special legislative act. A street-railway company can, how- 
ever, make a contract to pay a town an additional tax in return for special privileges, 
such as extending lines, making improvements, etc. Such a contract was made in 
March, 1894, by the company operating the street-railway system of Hartford, the 
name of the company then being the Hartford Street Railway Company. Under this 
contract said company agreed to pay Hartford a gross-receipts tax of 2 per cent. In 
accordance therewith the Hartford council passed the resolution above quoted. On 
April 15, 1905, The Connecticut Company succeeded to the rights of the Hartford 
Street Railway Company, and to the obligations as well, including the obligation to 
pay the said gross-receipts tax. Illustrative of the yearly payments to Hartford, on 
March 14, 1908, the gross receipts of The Connecticut Company within the city limits 
were reported as $795,846.20, and on this the company paid to the Hartford dty 
treasurer $15,916.92. The Connecticut Company also operates the street-railway 
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Express Companies. 

Domestic and foreign express companies doing an express busi- 
ness in the State (except as stated below) pay a tax to the State 
for state purposes of 5 per cent of the gross amount of all express 
charges received from commerce entirely within the limits of the 
State.** This is in Ueu of all other taxes upon the estate of the 
company used exclusively in its express business.* 

When an express company fails to make returns of charges re- 
ceived, the state treasurer may accept from it $10,000 in lieu of 
the tax on such charges.* 

Express companies conducting an express business wholly on 
lines of electric or street railways within the State pay a tax to 
the State of 2 per cent of the gross receipts of express business 
done wholly within the State. This is in Ueu of all other taxes 
upon the property of the corporation used in the express business.* 

The shares of stock of express companies are not taxed to the 
holder; <* but other seciuities of these companies, including bonds, 
are taxable to the resident owner. • 

Telegraph Companies. 

Domestic and foreign telegraph companies pay to the State, for 
state purposes, an annual tax of 25 cents on each mile of wire 
within the State owned, leased, controlled, or operated for tele- 
graph purposes by the corporation between any two places what- 

system of New Haven, but pays nothing to that dty for its special mtinidpal privileges. 
The Connecticut Company, like some of the other street-railway lines in Connecticut, 
is a part of the system of the New York, New Haven and Hartford Railroad 
Company, the income account of The Connecticut Company being given on page 17 
of the " General Statement of the Affairs of the New York, New Haven and Hart- 
ford Railroad Company for the Year ended June 30, 1908." The 1907 annual report 
of the Connecticut railroad commissioners states that in Connecticut there are 637 miles 
of street railway, or an average of 0.13 mile of road per square mile in the State. 
^ Rev. Stats., sec. 2433, as amended by Acts 1907, chap. 204, sec. i. 
The tax on gross receipts, so common in some of the States, is required by Con- 
necticut from express companies only. 
*Rev. Stats., sec. 2434. 

This alternative payment of $10,000 is not taken advantage of by the express 
companies. The Adams Express Company is the only one paying more than $1,000 
a year in taxes, and although this company pays about $17,000 a year in taxes on 
gross receipts it does not deem it advisable to pay $10,000 in lieu thereof. 
<^ Acts 1905, chap. 264; 1907, chap. 268. 

The corporations affected are the small domestic express companies. The pro- 
vision does not include a natural person, and a bill is proposed for the January, 1909, 
session of the legislature to make such inclusion. 
^'Rev. Stats., sec. 2329, as amended by Acts 1907, chap. 184. 
< Ibid., sec. 2323. 
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soever, which sum is in lieu of all other taxes on property used ex- 
clusively in the telegraph business, except the local tax on real 
estate.** 

The shares of stock in these companies are not taxable to the 
holder; ^ but other securities of these companies, including bonds, 
are taxable to the resident owner.*' 

Telephone Companies. 

Domestic and foreign telephone corporations pay annually to 
the State, for state purposes, $i.io for each transmitter furnished 
or rented in the State for telephone ptuposes, and also 25 cents on 
each mile of wire within the State owned, leased, controlled, or oper- 
ated for the transmission of telephonic messages from any place in 
another State across any portion of Connecticut to a place in an- 
other State. These taxes are in lieu of all other taxes on the prop- 
erty of the corporation used exclusively in the business, except the 
local tax on rieal estate.^ 

Shares of these companies are not taxed to the owner;* but 
other securities of these companies, including bonds, are taxable to 
the resident owner./ 

Banks, Trust, Investment, and Bridge Companies,^ and Domestic 
Insurance Companies with Capital Stock.^ 

All such corporations doing business in the State pay to the 
State, for state and local purposes, an annual tax of i per cent of 

a Rev. Stats., sees. 2437, 2438. 

b Ibid., sec. 2329, as amended by Acts 1907, chap. 184. 

c Ibid., sec. 2323. 

^ Ibid., sees. 2438, 2439, as amended by Acts of 1907, chap. 158, and chap. 204, 
sec. I. 

Individual owners of a telephone business are not included in this provision and 
would escape taxation. See also, under " Comments,*' heading " Nontaxation of tele- 
phone wires starting or ending in the State, " p. 145, infra. 

« Rev. Stats., sec. 2329, as amended by Acts 1907, chap. 184. 

/ Ibid., sec. 2323. 

g A bridge structure of a private bridge company is not taxed as real estate, but 
by exacting a payment measured by the market value of its capital stock. Middle- 
town and Portland Bridge Co. v. Middletown, 77 Conn., 3 14 ( 1904) . There is now only 
one private bridge company in Connecticut, namely, the Suifield and Thompsonville 
Bridge Company. 

* While the taxation of financial corporations is not intended to be considered, at 
least very fully, yet owing to the importance of such corporations in Connecticut, 
especially insurance companies, a brief description of the methods of taxing financial 
corporations is here given. 
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the market value (on October i) of capital stock, less the tax 
locally paid on real estate." 

Savings Banks. 

A savings bank doing business in Connecticut is taxed by the 
State, for state purposes, on its '* corporate franchise," the value 
of the franchise being measiu'ed by the amount of deposits remain- 
ing after deducting $50,000 and such amotmts as are invested in 
public securities and in certain corporate stock already taxed. 
The annual payment required is one-fourth of i per cent of such 
deposits. This is in lieu of all other taxation, except the local tax 
on real estateT* 

Mutual Fire and Life Insurance Companies. 

Domestic mutual fire and life insiu'ance companies pay to the 
State, for state purposes, '*as a tax upon corporate franchise,'* 
one-fourth of i per cent upon premium notes and other assets 
remaining after deducting unpaid losses and public seciuities. 
These payments take the place of all other taxation, except the 
local tax on real estate and upon its stock, if it have a stock 
department.^ 

Foreign Insurance, Assessment, and Surety Companies. 

Such corporations of another State pay the same fees and taxes 
to the Connecticut insurance commissioner as are imposed by such 
other State upon similar companies organized in Connecticut.^ 
Insurance companies incorporated by a foreign government pay 
annually to the State, for state ptuposes, 2 per cent of the gross 
premiums received from business done in the State.* 

o Rev. Stats., sec. 2331, as amended by Acts 1903, chap. 204; Acts 1905, chap. 54. 

Since whatever personal property these corporations own is not taxed locally, but 
is presumably included in the i per cent valuation, some complaints are heard that 
such corporations are paying only $10 a thousand on their personal property, while 
manufacturing and mercantile corporations and individuals are paying the local rate 
of about $20 a thousand. It should not be overlooked, however, that the i per cent 
tax is assessed on something in addition to the corporation's personal property, 
namely, that intangible value of the corporation's franchise or good will as reflected 
by the market value of the stock. For discussion of distribution to towns of this 
tax, see p. 140, infra. 

6 Rev. Stats., sec. 2422, as amended by Acts 1903, chap. 189; Acts 1907, chap. 204, 

c Ibid., sec. 2444, as amended by Acts 1903, chap. 183; Acts 1907, chap. 304, 
sec. i; Rev. Stats., sec. 2445, as amended by Acts 1903, chap. 139; and sec. 2446, as 
amended by Acts 1903, chap. 184; Rev. Stats., sec. 2447. 

^ Ibid., sees. 2450, 3578, and 3652. 

« Ibid., sec. 2452, as amended by Acts 1903, chap. 34, sec. 2. 
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m. FINANCIAL RESULTS. 

Total Stats Receipts CXassipibd as to Rbvbnub prom Corporatioks. Other 
Special Taxes and Receipts, and General Property Tax, and Sho^^ing Por- 
tion* OF Corporation Taxes, etc., Distributed to Towns, Year uhtosd Sep- 
tember 30, 1908.0 

Total state receipts, all sources I4, 806, 692. 76 

Special taxes on corporations: 

National banks ^ $248, 487. 79 

State banks& 15,932.10 

Trust and investment companies 6 44,2 75. 62 

Bridge companies ^ i, 393. 85 

Domestic insurance companies with capital 

stock & 452, 665. 96 

Domestic mutual fire insurance companies <^ 5, 082. 70 

Domestic mutual life insurance companies c 366, 838. 95 

Foreign insurance companies ^ 155, 050. 43 

Savings banks« 555»559-35 

Steam railroad companies/ i, 302, 679. 83 

Street railway companies/ 229,987. 12 

Telegraph and telephone companies ff 74, 231. 35 

Express companies '^ 18, 140. 52 

Rolling stock companies 7i- 97 

Salary of bank commissioners * 6, 516. 30 

Salary of railroad commissioners / 12, 655. 43 

Salary of building and loan commissioners 499. 35 

Corporation charter and capital fees * 22, 568. 00 

Total state receipts from corporations 3,512, 636. 62 

Less tax on stock distributed to towns ' 628, 362. 20 

State's share of corporation taxes 2,884, 274.42 

« State Treasurer's Report, 1908. 

b One per cent on market value of stock, less local taxes on real estate. 

c One-fourth of i per cent on premium notes and other assets. 

^ Pees and taxes paid to Insurance Commissioner. 

< One-fourth of i per cent on deposits remaining after certain deductions. 

/Based on i per cent on market value of stock and i per cent of par value of 
funded and floating indebtedness. Over $1,000,000 of the tax on steam railroads was 
paid by the New York, New Haven and Hartford R. R. Co. 

ff On wire mileage (and telephone transmitters). 

* Five per cent on gross receipts within the State. 

i Assessed upon banks, savings banks, and trust companies in proportion to capital 
and deposits. 

i Assessed upon steam and street railroads in proportion to property valuations. 

*The charter fees amounted to $2,740. The year before they had amounted to 
$67,162. The marked decrease in 1908 was doubtless because the legislature was not 
in session in 1908. 

2 From tax on stock of banks, trust and investment companies, bridge companies^ 
and domestic insurance companies with, capital stock. 
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Other special taxes and receipts: 

Inheritance tax a $278,370. 76 

Investment tax (on notes, bonds, etc.) b 160, 625. 91 

Military commutation tax 163, 283. 06 

Automobile fees 61, 747. 50 

Dog license fees 51, 48 1. 60 

Hunters' licenses 22, 220.00 

Court fines, fees, etc 72, 638. 97 

United States aid to state homes and Agricul- 
tural and Mechanical College 80, 936. 66 

Interest on school fund. 106, 899. 99 

Other fund receipts not transferred to dvil list «_ 166, 374. 63 

Sundry fees, interest, escheats, etc 129, 477. 06 

Total special taxes and receipts not from cor- 
porations I, 294, 056. 14 

Less amount distributed to towns from dog-license 

fees and for common schools <f 725, 856. 06 

$568, 200. 08 

Total special taxes and receipts for state purposes 3. 452, 474. 50 

State's share of general property tax None. 

Total state revenue for state purposes — 3, 452, 474. 50 

Total state receipts distributed to towns i, 354, 2 18. 26 

Total state receipts, all sources 4, 806, 692. 76 

Per cent of total state receipts derived from corporations 73- 08 

Per cent of state revenue for state purposes derived from corporations _ * 83 • 54 
Per cent of state revenue for state purposes derived from all special 

taxes and receipts _ 100. 00 

The total town, city, and borough taxes (general property- 
taxes) for 1908 were $10,519,913. 

It would be interestmg to know how much of this total general 
property tax was paid in 1908 by all the manufacturing and 
mercantile corporations doing business in the State. Such knowl- 
edge would, however, require a careful and very extended study 
of each grand list in the State. 

''The Tax Commissioner in his report for 1908 says the lineal inheritance tax rate 
of one-half of i per cent in Connecticut is the lowest of any in the United States, 
while the collateral rate of 3 per cent is next to the lowest, and the exemption of 
$10,000 from property passing collaterally is one of the largest. He recommends an 
increase of i per cent and 5 per cent, respectively, with a reduction of the collateral 
exemption to $500. 

&This tax, called the "chose-in-action** tax, is now paid to the State Treasurer, 
but the Tax Commissioner suggests that it should be returned to the towns where the 
property is owned, in the same manner as the tax on stocks of banks and other invest- 
ment companies. 

<: $159,774.63 of this consisted of receipts for the principal of the school fund. 
<2 $49,883. 18 of the dog-license fees was paid back to the towns, and $675,972.88 
was paid to the towns from the state treasury for the common schools. 

« This percentage is somewhat too large, as part of the state receipts paid to the 
towns for common schools came from corporations. 
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IV. COMMENTS. 



Distribution of Tax on Stock of Banks, Insurance, etc., Companies. 

About five-sixths of this tax, or $628,362.21, was distributed 
in 1908 to the locaUties where the stockholders Uve. Hartford 
city's share was $261,768.75. This is equal to about one-fourth 
of that city's general property tax, which was for the same year 
$1,161,038.09. The procedure of distribution in the city of 
Hartford is as follows: 

From the report of the names and addresses of the stockholders, 
the city treasiu'er makes up the totals of the number of shares in 
each school district (there are nine school districts in Hartford, 
each having tax jtirisdiction). Then the tax on each share is esti- 
mated in this way: Say there are 5,000 shares of stock of a certain 
insurance company held in Hartford, and suppose the market 
value of these shares is $900. Then the market value of those 
5,000 shares would be $4,500,000. The i per cent state tax on 
this is $45,000. The taxes locally assessed on real estate must 
be deducted. Say these deductions are $10,000. Then the taxes 
to be distributed amount to $35,000, which is $7 on each share. 
This tax per share multiplied by the number of shares held in 
each school district would give the amount of tax to be distributed 
to the respective school districts, provided such districts were to 
receive all the taxes distributed. But the city of Hartford itself 
gets the larger portion of the distribution, its rate in 1908 being 
$18 on the thousand, while the average rate of the nine school 
districts is $5 on the thousand. The distribution would, there- 
fore, be made on this basis: Five twenty-thirds to the school dis- 
tricts and eighteen twenty-thirds to the city of Hartford. 

Need of More State Revenue. 

In his report for the year ended September 30, 1908, the state 
treasurer says: 

"The fiscal year just closed has been a very bad one for the State, and 
has changed the financial condition of the State from a surplus of 
$265,470.36 to a net debt of $548,586.52. This makes a loss of $814,056.88 
as a result of the year's business in this department, being the worst 
showing since the civil war. * * * i regret to say the fiscal year 
now in progress will surely be much worse than last year, for a number 
of large appropriations have been only partially used, and the balances 
will be very largely drawn this year.*' 

The treasurer recommends an increase of the inheritance tax 
and a state tax on the towns of one-half a mill on the dollar. 
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In an address on March 10, 1909, Tax Commissioner Corbin 
ssLys: 

"The demand on the state treasury for roads, schools, and various 
state institutions, in addition to the ordinary expenses, seems to have 
exceeded the income of the State, which is received from the customary 
sources. If such demands are to continue, and state expenditures are 
to be on the same liberal scale, it is vital to our welfare and reputation 
that its income should be at least equal to its fixed charges. It becomes 
necessary, therefore, to give serious thought to the least burdensome 
and most satisfactory method of increasing the State's revenue.*' 

The Commissioner adds that there are three ways of getting an 
increased state revenue, namely, an increased inheritance tax, 
the taxation of the "corporate excess" of manufacturing and 
mercantile corporations,^ and a state general property tax. He 
advocates the adoption of the first two methods, and gives the 
advantages and disadvantages of the third. 



The ** Comiecticut System " of Taxing Raihroads. 

Connecticut's plan of taxing steam and street railroads is 
unique. It will be remembered that in estimating the taxable 
value of railway property in the State the indebtedness of the 
railway is included. It is obvious that debts are not property 
in the hands of the debtor.^ Connecticut could not, therefore, 
lawftdly tax her railways directly on their foreign-held bonds 
per se. The statute, however,*' states that bonds and other 
indebtedness shall be included as part of **the measine and value 
of such railroad, its rights, franchises, and property in this State 
for purposes of taxation;" that is to say, the bonds and indebt- 
edness are regarded as evidences of assets invested in railroad 
property. There are decisions, both by the Supreme Coint of the 
United States and by the supreme court of Connecticut, explicitly 
sanctioning this method of getting at the value of the property. 
In the State (Illinois) Railroad Tax Cases, ^ it was held by the 
Supreme Court of the United States that the taxation of railroad 
companies differently from individuals does not violate any pro- 
vision of the Constitution of Illinois or of the United States ; and 
it was said that a rule which ascertains the value of railroad 

o See, under "Comments," heading "Corporate excess of manufacturing and mer- 
cantile corporations," p. 147, infra. 

&See the discussion in the introduction, supra, p. 17, and in the report as to 
Massachusetts, supra, p. 100. 

See also State Tax on Foreign-Held Bonds, 15 Wall., 300, 320 (1872); Kirtland v, 
Hotchkiss, 100 U. S., 491, 498 (1879). 

c Rev. Stats., sec. 2424. 

<*9'2 U. S., 604, 605, 610 (1875). 
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property by adding the value of the debt to the value of capital 
stock as the basis of assessment (the tangible property being^ 
exempt from taxation) is probably as fair as any other. Since^ 
therefore, there is no federal objection to the addition of indebted- 
ness to stock as a means of valuing railway property, the validity 
of such a system in Connecticut is left to the state courts, and 
there the system is upheld. In Connecticut v. Housatonic R. R. 
Co.,** Park, C. J., says: 

"It is manifest that the debts of a company must be considered in 
ascertaining the value of its capital stock, for such debts must be paid 
out of the property of the company, and the capital stock takes its 
value from what remains of the property after the payment of such 
debts. Thus, if a company has a capital stock to the amount of 
$1,000,000, and is indebted to the same amount, and has property of 
the value of only $1,000,000, the stock of the company would be worth- 
less, for its debts would require the entire property of the company to 
pay them. But if the stodc of a company with such a capital should 
be found to be worth 50 cents on the dollar, then the property of the 
company must be worth $1,500,000, for in that case $500,000 worth of 
property would remain after the debts had been paid, and this would 
be applied on the capital stock, and would be sufficient to pay to the 
extent of one-half, or 50 cents on each dollar of the stock.*' 

Another decision holds that such taxation is a tax on property.^ 
Bonds of a railroad company operating in the State are exempt 
in the hands of the holders. The system, therefore, is aimed at 
getting at the value of railroad property. The United States 
Industrial Commission*' reports that the method '*is practically a 
fair average as regards taxes paid by other interests, and what 
it would pay if assessed proportionately in each taxing district 
through which its line passes. It appears to be generally regarded 
in the State as a just system. '* 

Car Companies. 

Apparently no tax is collected from palace cars either by the 
State or locally, except in so far as such cars in the State are 
owned by the New York, New Haven and Hartford Railroad Com- 
pany, and thus taxed as a part of its whole property. 

Valuations by Taxing OfGlcials — Manufacturing and Mercantile 
Corporations. 

Although the law requires that all property shall be assessed at 
its true value, the Connecticut tax commissioner stated in Feb- 



048 Conn., 53 (1880). 

& Nichols t;. N. H. and Northampton Co., 42 Conn., 103, 119 (1875). 

c Vol. XI, part VII, p. 32. 
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ruary, 1909, that the general property valuation all over Connec- 
ticut is about two-thirds of the real value and that there is great 
inequality, from a maximum value of alleged 100 per cent to as 
low as 1 5 per cent. In Hartford the rtde is to assess property at 
three-fourths of its real value. Hartford's tax rate in 1908 was 
$18 on a thousand for the city as a whole plus an average of $5 
on a thousand for Hartford's nine school districts. The New 
Haven assessors claim to assess the full value of the property. 
New Haven's tax rate in 1908 was $14.75 on a thousand. 

Undervaluation is especially the rule in the assessment of prop- 
erty of manufactiuing and mercantile corf)orations. Hon. Wil- 
liam H. Corbin, the Tax Commissioner, says: 

"This practice of undervaluation, contrary to the statutes, has prevailed 
for many years, brought about apparently by a desire to encourage the 
development of the business of such corporations. Thus from the infor- 
mation available it seems to be true that such corporations are not taxed 
even on their tangible property so nearly in accordance with their actual 
holdings or with the proper basis of the valuation as defined in the stat- 
utes as are individuals engaged in similar business, farmers, and the 
smaller property holders."** 

In assessing the property of a large manufacturing or mercantile 
corporation the assessors are compelled to rely largely on the oral 
and written statements of the officers of the corporations. The 
bills receivable are usually taken into consideration in getting at 
the average amotmt of goods on hand dining the year. Unques- 
tionably, even where an attempt is made to assess property at its 
full value, there is still much undervaluation of the property of a 
manufactiuing or mercantile corporation principally because an 
assessor can not be an expert in judging the average amount of . 
stock on hand. And of course the "corporate excess" is missed 
entirely, because the assessor has no authority to include it. 

One of the methods suggested for overcoming inequalities of 
assessment, where the assessor is especially at fault, is publicity. 
On this point Tax Commissioner Corbin says : 

**A method which would greatly help in overcoming these inequalities 
would be the annual publication of the property values, arranged by 
streets and numbers, giving the front foot and land value in one column, 
and in another column the value of the land with improvements, which 
would include the buildings. * * * This would undoubtedly be one 
of the most eJ05cient methods of automatically overcoming inequalities 
that could be adopted.*' ** 

^Address on March 10, 1909, before the Farmers' Association of the General 
Assembly of Connecticut. 
^Address at Torrington, Conn., on February 9, 1909. 
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Valuations by Tazing Officials — Railroads. 

With railroads, not the assessors but the State Board of Equali- 
zation find difficulties in assessing the taxable value. In his 
report for 1908 Tax Commissioner Corbin says: 

" In determining * * * the proportion of the total valuation based 
on the length of the road within and without the State the practice is to 
consider the trunk line in this State as that of a single track only. This 
allows one mile of single track outside of the State of Connecticut to offset 
one mile of two, three, or even four track road, a part of the trunk line 
in this State. 

'*A fairer method of determining the fractional proportion would seem 
to justify a definite amendment to the statutes providing that the frac- 
tional proportion for taxation purposes should be determined by the 
aggregate length of tracks comprising the main-line trackage of the road 
within the State of Connecticut compared with the total length of such 
trackage within and without the State. 

**Such an amendment would adapt the present statute to the modem 
condition of seveml tracks and be more nearly equal to an ad valorem, 
tax, of which our present method takes the place.*' 

The Commissioner then refers to that part of the statute pro- 
viding that branch roads in the State whose value per mile is less 
than one-fourth the average value per mile of the trunk road shall 
not be included in the main-line valuations, but shall pay i per 
cent on their determined value, and continues thus: 

**This part of the statute is very difficult for the board of equalization 
to intelligently execute, because of the lack of any definite basis for deter- 
mining the average value per mile of the trunk road. 

**In the interest of clearness and an intelligent application of the stat- 
utes, an amendment seems desirable which would define the method of 
computing such average value either by formula or otherwise. At pres- 
ent, considering the fact that the board of equalization is not expected 
. to be composed of railroad experts and is frequently changeable in its 
membership, it is quite difiicult for the board to determine such average 
value by any definite act of its own." 

A bill has been introduced in the January, 1909, session of the 
legislature containing the amendments recommended, the amend- 
ment as to trackage in the State being precisely as above sug- 
gested, and the amendment as to average value per mile of 
trunk road being as follows : 

"And said board shall determine the average value per mile of the trunk 
road by dividing the total taxable value of the trunk road by the whole 
length of said road." 

The total taxable value of the main line of the New York, 
New Haven and Hartford Railroad Company for the year 1908, 
as determined by the Connecticut Board of Equalization, from 



CONNECTICUT. 145 

reports received from the company, is $190,464,184.11. The por- 
tion of the main line in Connecticut was valued at $105,881,104.43 
and the total taxable value of the road in Connecticut, including 
branches, was $141,444,193.43. 

Nontazation of Telephone Wires Starting or Ending in the State. 
The Tax Commissioner, in said 1908 report, also says: 

** Section 2438, providing for the taxation ot telephone companies, does 
not include the miles of wire which are used in long distances from places 
in this State to places out of this State, or vice versa. Only such wires 
as are used for the transmission of messages from a place in another State 
across any portion of this State to a place in another State are now 
taxable. 

"Telegraph wires, however, used for telegraphic messages between any 
two places whatsoever are taxable, and telephone wires used for service 
between places in this State are included in the transmitter tax. 

** To be consistent, therefore, long-distance wires used for telephonic mes- 
sages between places in this State to any places outside of this State 
should also be taxable. 

"This would in no way affect the transmitter tax, but would cause to 
be taxed wires of the long distance company, which now escape all taxa- 
tion in this State. "« 

A bill carrying out this recommendation was introduced in Feb- 
ruary, 1909, in the Connecticut legislature. 

No State General Property Tax. 

The legislature may impose a state tax,* but this has not been 
done since 1889. In that year the legislature passed a special 
resolution authorizing the State Treasurer to suspend the state 
tax,*^ which was done in 1890. This suspension still holds. In 
the spring session of 1909, however, bills have been introduced to 
impose again a state tax of one mill and one-half mill, respectively, 
on the grand list. 

In his report for the year ended September 30, 1908, the State 
Treasurer says : 

** I also recommend a state tax on the towns of half a mill on the dollar, 
and would advise that this revenue be used exclusively in paying the 
present and prospective debt of the State." ^ 

Tax Commissioner Corbin * gives the principal arguments for and 
against a state general property tax, and includes an explanation 

a Pp. 25,26. 

ft Rev. Stats., sec. 2378. 

c Special laws of 1889, House joint resolution No. 379. 

dF. 7. 

« Address on March 10, 1909. 
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of the Oregon **apportionment-by-expenditure" method, whereby 
the amount to be assessed for state pmposes would be imposed 
on each town on the basis of the total expenditure. The Tax Com- 
missioner also says: 

**The general property tax is used to supply some revenues for state 
purposes in all the States and Territories except Connecticut, Delavirare, 
Indian Territory (now Oklahoma) , New York, Pennsylvania, and Alaska. ' ' ^ 

** Chose-in-Action " Tax. 

This attempt by Connecticut to induce a return for taxation of 
that class of property which is so generally concealed by the holders 
thereof throughout the United States, namely, intangible property, 
such as national-bank deposits, securities, and net credits, is 
imique. The deputy state treasurer of Connecticut said in Feb- 
ruary, 1909, that this tax was the only one of the kind in the coun- 
try. This officer stated that undoubtedly a much larger amount 
was paid on this kind of property under this low uniform rate than 
would have been paid under the local property rate, but that the 
receipts should be at least three times what they are. The State 
Treasurer's report^ for the year ended September 30, 1908, shows 
that the receipts are increasing every year. 

The Tax Commissioner says that there are few, if any, registra- 
tions under the chose-in-action tax provision by manufacturing 
and mercantile corporations. 

Bank depositors also take advantage of the chose-in-action tax 
provision. The practice is to get a certificate of deposit from the 
bank, and to mail or bring that to the state treasvuer, and ask to 
be taxed on such certificate at the 4-mill rate; and this is allowed. 
In fact, a certificate issued by the state treasurer states that " cer- 
tificates of deposit are liable to this tax, and money in banks can 
be taxed in this way when certificates are secured.'' 

The Tax Commissioner in his report for 1908 recommends an 
amendment to the Revised Statutes, section 2325, requiring the 
name of the owner of a chose in action to be registered with the 
state treasurer, and providing for the distribution of the tax in a 
manner similar to the tax on stocks of banks, insurance, etc., com- 
panies. He says : "^ 

** The tax on choses in action, now paid to the state treasurer, should be 
returned to the towns where the property is owned, in the same manner 
as the tax on stocks of banks and other investment companies. 



a Address on March lo, 1909. & At p. 46. c At pp. 24-25. 
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*'The present statute requires the treasurer to register such choses in 
action in the name "of the party presenting the same/' and to send to 
the town clerk the details of sudi registry, with the name of the person 
residing in such town who presented the same. The result is that a trust 
company, or a similar institution, can rqpster in their name bonds, notes, 
etc., belonging to various individuals to large amounts, and the name of 
the owner is not disclosed. The notification to the town derk is there- 
fore of little help to assessors." 

** Corporate Excess " of Manufacturing and Mercantile Corporations. 

It has been shown that the law provides for taxing manufactur- 
ing and mercantile corporations in the same manner as an indi- 
vidual — ^that is, locally on their real and personal property — ^while 
their stockholders are exempt from taxation on their holdings. 
"Corporate excess,'' therefore, is not taxed. 

Tax Commissioner Corbin has presented to the general assembly 
a plan for the taxation of this "corporate excess" as a means of 
raising a much-needed mcreased state revenue. In an address 
before the Farmers' Association of the General Assembly on March 
10, 1909, he says: 

"The value of the shares of the capital stock and the indebtedness rep- 
resents the fair value of the property, tangible and intangible, of every 
solvent corporation." * * * 

"When a corporation is taxed on its property in the same manner aS 
individuals, the aggregate value of the various assessment schedules may 
fall far below the value of the entire business plant or enterprise of such 
corporation considered as a tmit, and measured by the aggregate value 
of its bonds and shares of stock. On the theory that every element or 
factor which gives to a corporation a value for income or sale, should 
be considered in fixing the taxable value, this unassessed residuum may 
be reached by a tax which is generally termed the tax on 'corporate 
excess.' 

"The difference therefore between the market value of the shares of 
the corporation plus its bonded indebtedness and the value of its real 
and personal property is usually referred to as its 'corporate excess.' 

:le 4c * 

"The most approved method seems to be a tax o[ a small percentage 
of the fair market value of the shares of the capital stock and bonds of 
such corporations as are not otherwise taxed, on the amount remaining 
after deducting from such total valuation the assessed value of their 
real and personal estate as determined by the local assessors together 
with a proper deduction for the value of property outside of the juris- 
diction of the State. * * * 

"A list of eighteen corporations of this State, selected at random, 
nearly all from two cities, show the bid value of the stock as given by 
the local brokers on October i, 1908, as $35,862,250, while the assessed 
valuation of these same corporations by the local assessors was $13,- 
746,361. This shows a 'corporate excess' valuation of over $23,000,000, 
not including any bonded indebtedness. The aggregate of such exce^ 
valuation of all similar corporations throughout the State which now 
escapes taxation must be very large. * * * 

79349—09 " 
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"A law taxing the corporate excess should apply, in brief, to all corpofa- 
ti6tis organized under general or special laws of this or any other State 
for the purpose of business or profit, and doing business in this State, 
* * * except those corporations which are otherwise taxable under 
the provisions of any other statutes of this State. * * * The board 
of equalization should determine the fair value of the total capital stock 
and the indebtedness. From this total amount should be deducted the 
assessed valuation of the real and personal property, also any securities 
exempt from taxation in this State, and the value of any property located 
in another State, and subject to taxation therein. The amount remain- 
ing after such deductions, which is known as the * corporate excess/ 
would be subject to whatever tax rate might be determined. Foreign 
corporations doing business in this State should be subject to the same 
tax rate on the proportion of their capital stock and indebtedness 
which the total business done in this State bears to their total business 
wherever transacted, with a proper deduction for real and personal prop- 
erty taxed here locally. * * * 

'*Such a law in general would place the taxation of these corporations 
on a basis similar to that of the railroads, banks, insurance, trust, and 
investment companies; would undoubtedly make the basis of assessed 
valuation in the different towns more uniform; would distribute more 
evenly the burden on those able to pay; * * * and would appear 
to supply without hardship a largely increased state revenue.*' * * * 

A bill (House bill No. 564) in accordance with Mr. Corbin's rec- 
ommendations was introduced in the general assembly in Febru- 
ary, 1909. Concerning this bill Mr. Corbin says, in the above- 
mentioned address: 

*' The bill before your honorable body * * * was drawn on request. 
It follows almost entirely the Massachusetts law. only less radical in 
some features. There the duty of determining the value of the shares 
of stock rests entirely with the tax commissioner. This bill provides 
that the board of equalization shall decide such value. The tax com- 
missioner stated in a letter of April 20, 1909, that *it is practically 
decided that a substitute bill will be offered by all interests concerned, 
providing for the election of a committee of inquiry to investigate the 
sources of revenue, * * * and to report to the next general 
assembly.' '' 

Evidently the problem of how to tax corporations fairly and yet 
effectively is receiving much attention in Connecticut. 

Historical. 

- The beginning of the special taxation of corporations by the 
State can be fixed about 1 851, when a special tax was laid on cer- 
tain financial corporations, including insurance companies with 
capital stock. In 1864 a special tax was put on railroad com- 
panies; in 1865, on express, telegraph, and telephone companies; 
and in 1869, on mutual fire and life insiu'ance companies. 
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The report of the special commissioners on the subject of taxa- 
tion in 1868 recommends against an extension of state special tax- 
ation, agreeing with a contemporary report by the Comptroller of 
the State of New York, that such a field is already occupied by 
the National Government. 

Such extension of state indirect taxation has been gradually 
made, however, and, as set forth elsewhere herein, the inclusion of 
manufacturing and mercantile corporations in the list of interests 
specially taxed by the State has been strongly recommended. 

The office of State Tax Commissioner was created in 1901. 

Bibliography. 
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